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Advertise to Investors Who 
Know Your Company! 


Annual 
Public Utility 


Review 


Dated 
June 27, 1931 
——, 


Last Forms Close 
June 22, 1931 


At this season, more than ever before, a stronger desire 
exists for enlightenment on the Public Utility industry. 
Conditions in the stock market and Federal investiga- 
tion of the Utility industry are all questions of impor- 
tance to companies and investors. 


Constructive articles on the future of electricity, steam, 
oil, natural gas and water; distribution of utility owner- 
ship, measure of value of the common stocks of utilities, 
international utility conditions, future of communica- 
tions, economy of natural gas, and the potentialities in 
the expansion of electric consumption and the earning 
positions of Public Utility companies, will be ably han- 
dled by prominent men in the utility field in our coming 
Public Utility issue. 


This issue contains two outstanding features—Public 
Utility Supplement and the Annual Re-Investment Re- 
view. 


Public Utility organizations, holding companies, under- 
writers, investment bankers and brokers are offered an 
opportunity to create goodwill and to sell securities to a 
waiting public in the advertising columns of this issue. 


Many reservations have already been received. 


Why not order your space now, or communicate with us 
and permit one of our representatives to tell you more of 
this important edition. 
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42 Broadway New York, N. Y. 
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LEGEND 


(——) Trend of market av- 
erages from Jan. Ist, 1931. 


(- = =) Trend of prices for 
five stocks recommended as 
purchases by the Investment 
Management Service. 


(. - +) Trend of prices for 
five stocks which Investment 


Management Service advised 
clients to sell (not short 
sales). 


Jan. Ist 1931 prices taken as 
base. Graph shows percent- 
age of increase or decrease 
from Jan. Ist prices. 

















The investor whose capital is employed in 
the proper securities should not be facing 
a loss for the first five months of 1931 


INCE the first of the year the market 
averages have gone down, but not all 
stocks have followed the general trend. 

Some issues are down considerably more 
than the average—but others. are sell- 
ing at prices higher than January lst 


levels. 


The investor who takes an apathetic atti- 
tude toward his investments, who sits back 
and watches his capital dwindle without 
making any effort to protect his funds, is 
taking a severe loss—needlessly. And he 
will continue to lose until he overcomes 


THE INVESTMENT 
MANAGEMENT SERVICE 


A Division of 
The Magazine of Wall Street 


FORTY TWO BROADWAY NEW YORK, N. Y. 


inertia and starts to intelligently work his 
way forward. 


For the conservative investor who wants to 
inaugurate such a progressive program— 
who appreciates that the general public dis- 
couragement offers him an_ exceptional 
opportunity—the Investment Management 
Service provides invaluable assistance. Our 
counsel applies to your entire present port- 
folio and it is not necessary to have addi- 
tional capital in order to profit by our 
guidance. 


When sending the coupon below, be sure to sup- 
ply all of the information requested 


Investment Management Service 
42 Broadway New York, N. Y. 
Gentlemen: 


I am enclosing herewith my list of holdings. Kindly study this 
list and tell me, by mail, how your service would help me solve my 
investment problems Also send me your booklet and the minimum 
cost of service on my account. This places me under no obligation. 
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My present investment 





capital is approximately $ 
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With Utmost 
Safety of Principal 














With their principal intact and 
still at work, the original Bond 
holders of CREDIT SERVICE, Inc., 
@ leading Industrial Banking In- 
stitution, for over 8 years have 
enjoyed income payments aggre- 
gating 4934% Interest and 32% 
Profit Sharing. 

A Customer Market is maintained 
at purchase price of 100, less 9% 
brokerage after one year from 
purchase. 


Coupon brings full information. 


CREDIT SERVICE 
ASSOCIATES, Inc. 


Graybar Bidg., New York 





ADDRESS 





M. W.-6-13-31 











3 Appliances 


General Utility Securities - 


Increase use 
400% 


VERhalf of the wired homes 

in this country are without 
any electric appliance except the 
flat iron. The addition of 3 pop- 
ular appliances—an electric 
range, radio and refrigerator, 
increases the use of electricity 
in the average wired home 
nearly 400%. 


950,000 Electric Customers 


Founded in 1852, the Associated 
Gas and Electric System serves 
one in 26 wired homes in the 
United States and its posses- 
sions. 

For information about the op- 
erations and securities of the 
Associated System, telephone 
BOwling Green 9—3957 or 
write for Circular F-11. 


Incorporated 
61 Broadway New York 
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... reserve me a room now.” 
This is no infrequent experi- 
ence to Hotel Fort Shelby 
Room Clerks. Hotel Fort Shelby 
has always endeavored to 
provide every comfort and 
convenience for its guests. 
d Its beautiful, commodious 
rooms ... inviting lobby... 
preferred location ... incom- 
parable food and reasonable 
tariffs are considerations 
underlying such compelling 
popularity. 4 900 units... all 
equipped with servidor .and 
. private bath. Rooms as low 
as $3.00 per day .. . suites 
$10.00 and upwards. 


Motorists are relieved 
of their automobiles 
at the door without 
service charge. Write 
for free road map, and 
your copy of ““Aglow 
with Friendliness,” 
Our unique and 
fascinating magazine, 


etic want 








INTERNATIONAL 
PAPER and POWER 
COMPANY 


¥ 


IN THE PAST SIX YEARS, power and utility 
assets of the International Group have in- 
creased from $10,000,000 to $43 5,000,000, 
and now constitute over 60% of the total 
consolidated capital assets of International 
Paper and Power Company and its subsid- 
iaries. 

The annual report of International Paper 
and Power Company, covering operations 
of the Company and its subsidiaries for the 
year 1930 and including a comprehensive 
map showing location, kind, and number 


of plants and properties, is now ready for 


distribution. It is of particular value to 
the investor desiring to obtain complete 
and up-to-date information on the Com- 
pany’s progress and prospects. 

A copy of the annual report of Interna- 


tional Pater and Power Company may 
be had, without charge, by addressing 


¥ 
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June 15th Edition, Now Ready — Send your order today 








The Magazine of Wall Street’s Monthly 


“Adjustable Stock Ratings” 


Keep you posted on current developments and invest- | 
ment outlook for every New York Stock Exchange | 
Security and important Curb Market Securities. 





If you are already a sub- 
scriber to the Magazine of 
Wall Street, write at once for 
special offer that will enable 
you to have this guide every 
month. Newsstand readers 
ean obtain this valuable 
guide by taking advantage of 
special offer below. Every 
investor needs the guidance 


cy monthly “Adjustable Stock Ratings” will be of inesti- 
mable help to all subscribers to THE MAGAZINE OF WALL 
STREET in keeping up-to-date on all securities in which they 
may be interested and in checking changes in the outlook for 
securities previously purchased. 

Now, more than ever with business turning the corner, you will 
want the guidance of THE MAGAZINE OF WALL STREET supple-: 
mented by our “Adjustable Stock Ratings” so that you can— 


of this valuable book—1931 
profits depend on knowing 
the actual prospects for your 
company.—This book gives 
you the latest available facts 
every month. 











Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 


Our Comments are changed frequently. keeping you up-to-the- 
minute on new developments likely to affect prices. 

_Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


—Avoid companies not likely to recover. 
—See at a glance any danger signals on previous purchases. — 
—Know what industries are progressing—which are declining. 
—Know what companies offer the soundest profit possibilities. 
—Have all the essential facts all the time. 


Special Advantages 


—Handy Pocket Size. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar=" 
ranged in one alphabetical list, marked with an “N” or “C” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. qq 

—The Industry the. Security represents—and other special indus) 
trial activities are shown, as these are of prime importance ml 
judging the future of a company. 

Statistical Data:—You will find the important statistics 80) 
essential in judging and keeping track of your company—earn= 
ings—price range—dividend information—funded | debt—shares- 
outstanding—ticker symbols, and latest interim earnings available, ’ 


Assembled in concise form, this booklet gives you—at a glance—information’ absolutely neces- 
sary to every investor. These “Adjustable Stock Ratings,” in combination with THE MAGA-} 
ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 


your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book—Valuable Investment Book 


For a limited time we offer THE MAGAZINE oF WALL STREET, including full consultation privileges of our Personal Service 
Department one year (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year (regular price $2.50)—all for 
$9.00. If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Invest for Income and Profit During 1931.”) 


Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full privileges of your Personal Service Department and also send me the next 12 issues of The Monthly 
“Adjustable Stock Ratings.” (If your order is received within 10 days we will also send you our new book, “How to 


Canadian Postage 50c additional per year; Foreign $1.00 


June 13, R. B. 1931 
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Established 1872 NEENAH, WIS. 


NEW YORK CHICAGO LOS ANGELES 
122 E. 42nd St. 8 S. Michigan Ave. 510 W. 6th St. 








Lexibility 





OF ROTOGRAVURE MAKES FOR 


One city or fifty-eight, twenty-nine thousand circulation or sixteen 





millions — such Flexibility of medium enables you to advertise 
without waste in your most promising markets. ¢ e ¢ Flexibility 
Fam ol'h amolal- MR cekacel am (iM cal-ME-Taelaloliih Amol me achiclelaohalla-Mam Geliriiel-Tamial- 
Reader Interest in the sections, the High Visibility of the 
advertising in them, and the sales compelling Believability 
of their perfectly reproduced pictures. ¢ ¢ ¢ Paper plays a 
vital part in quality of reproduction—in the Believability 
of advertising. For seventeen years Kimberly-Clark 
5 
papers have set the standard for fine printing — whether 


in rotogravure, black and white, or color work. 
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Sincere Leadership Needed 


UN any time of general misfortune 
we cast about for leaders to point 
the way over the difficult passes 

back to normal. We demand in such 

men, foresight, judgment, courage and 

‘above all sincerity. Wéithout this latter 

attribute the others are valueless. 

| We are moved to stress sincerity 

perhaps more for its rather common 

acking than for its presence. It is un- 
fortunately true that too often the 
counsel of supposedly sound leadership 
has some ulterior purpose as publicity, 
personal gain or other selfish motive. 

Not long ago we read the expression 

Of a prominent manufacturer on the 

pubject of wages. He is a large em- 

Ployer of men and an advocate of a 

Thigh wage scale. He believes that a 

eral reduction of wages will greatly 


hamper the recovery of business 
through réduced purchasing power. He 
exhorts other manufacturers to sustain 
present rates as he has; yet in his own 
plant he offers employment on the basis 
of two or three days a week so that 
the average earning of his workers 
probably amounts to $12 or $18 a week 
—scarcely a living wage even under 
present prices of the necessities of life. 

Of course, it may be argued that the 
rate has been maintained and that a 
larger volume of business will mean a 
quicker increase in earnings than if 
wages had been cut. It may also be 
validly contended that no man can be 
expected to contract for a greater num- 
ber of labor-hours than his current 
business justifies. These things are 
self-evident. They cannot be criticized. 


But when the same manufacturer elects 
to operate his plant on a two-day week 
basis and still lets out a substantial part 
of his operations to other manufac- 
turers who are paying less than one- 
half the scale which he is advocating, 
he is scarcely in a position to counsel 
others on the maintenance of the cur- 
rent general wage scale. 

Somehow such counsel lacks the ring 
of either sound logic or sincerity. These 
are times when the perplexing problems 
which confront business in the country 
must be met with unusual frankness— 
the more minds that are brought to 
bear on them and the more freely ideas 
and possible solutions are interchanged 
the better, but let honesty and sincerity 
mark the mode of attack and character- 
ize those who assume leadership. 








In the Next Issue 


The Annual Public Utility Number and Mid-Year Re-Investment Guide 


This annual number of THE MAGAZINE OF WALL STREET has become an institution to investors 
the country over. 


The Public Utility Section: 


Offers a comprehensive view of the progress and prospects of this industry which has grown to 
be the most popular for investment. 


The issue of June 27, 1931, will discuss those phases of industry and its development of the 
a ish interest to utility executives, investors and business men. Among the leading topics 
will be: 

The Future of Power 

Who Owns the Utilities? 

How Much Room for Utility Expansion? 

What Is the Outlook for Earnings? 


The Mid-Year Re-Investment Section: 


Is of special importance this year. Values have changed, dividends have been modified, earn- 
ings and prospects vary. The investment aspects of individual issues have been greatly altered. 
This guide will prove exceptionally helpful in appraising your position and in planning your in- 
vestment program for the months to come. 
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AMERICAN COMMONWEALTHS 


POWER 


SYSTEM 





Advantages of Diversification 
































ESE charts POPULATION SERVED CUSTOMERS SERVED Net Earnings (ex- 
—so sharply |' » wp 400 cluding those 
contrasting the “ Zo from its Canadian 
chart of general | 2% 3 «20 properties) re- 
business during z aa pond vealed the more 
this period of re- g Fa than proportion- 
cession and read- 5 20 § an ate increase 
justment—testify 12 300 of $2,095,846.07, 
eloquently to the reflecting greatly 
advantages of widely diversi- GROSS AND NET enhanced operating efficiency. 
EARNINGS 


fied operations in an essential 





field of industry. 


Moreover, they show how the 
position of the American 
Commonwealths Power Sys- 
tem has been protected by the 
strategic location of the prop- 











More Customers: The num- 
ber of customers—domestic 
and industrial—served by 
the System at the close of the 
fiscal yearnumbered 460,371. 











New Construction: During 





erties in economically stabil- 

ized areas which have been less subject 
to drastic deflation than that of the 
country as a whole. 


The annual report of the American 
Commonwealths Power System, just 
issued, is in general a record of impres- 
sive gains. In particular, the following 
may be noted: 


Increased Sales: Sales of electricity in 
the System during the fiscal year ended 
December 31, 1930, were 161,861,018 
k.w.h, as against 148,377,475 k.w.h. for 
the previous year. Sales of manufactured 
gas were 12,969,868,000 cubic feet as 
against 12,844,166,000 cubic feet for a 
corresponding period a year ago. This 
gain appears all the more impressive in 
view of curtailed industrial consumption. 





Increased Revenues: Gross Revenues 
were greater by $2,404,383.41 and 








the year over $7,600,000 was 
expended for new electric and gas facil- 
ities to keep pace with the growing de- 
mand for both gas and eleciricity in the 
territories served. 


New Investors: As of the end of the fiscal 
year the stockholders of the American 
Commonwealths Power Corporation 
and affiliated companies exceeded 
36,000, representative of every State of 
the Union and many foreign countries. 





American Commonwealths Power 
System has, in four years, grown into 
one of the important utility systems of 
the North American continent. The 
System now serves a population of 
over 2,850,000 in 522 communities in 
26 American states and in 3 rapidly 
growing provinces of Canada. At the 
close of 1930 total assets exceeded 
$200,000,000. 





The Annual Report, including complete information on the entire System, 
may be obtained from your investment security dealer, or address Secretary 


American Commonwealths Power Corporation 
120 Broadway, New York 


Grand Rapids 


St. Louis 
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The Devastating Fear of War—The Treasury Bov- 
rows—Where the Rallies Start—Approaching Pre- 
War Prices—Who Will Pay?—The Market Prospect 


THE DEVASTATING ESE are nervous 
FEAR OF WAR times, and _ events 
4 are jumpy instead 
of gradually unfolding. Revolutions are more fash- 
ionable than evolutions. The rapidly shifting but al- 
ways tense economic scene impinges more and more 
upon the domestic and internal political environment. 
We are beginning to expect that the most improbable 
things may happen. So it is that the prediction of 
General Erich Ludendorff, chief of staff of the German 
army on the western front during the latter years of 
the World War, that France and her allies will attack 
Russia next month has received a considerable volume 
of comment. Ludendorff says such a “preventive” war 
is inevitable, because the capitalistic nations have not 
been able to form an economic alliance against the 
Soviet government; what the business man failed to do 
the soldier must do. There is no denying that many 
things are happening in Europe that reveal tense ap- 
prehension that war will come. 

War or no war, the world is suffering and prob- 
ably will continue to suffer for some time from the 
foreboding fear of war. In the state of gloomy pes- 
simism, into which so much of the world has been 
plunged, such a fear is easily aroused. Many people 


think that war. is more than a dread possibility, and 
there are some elements that would welcome it as a 
heroic relief from their ills. Unquestionably it would 
stimulate business in some countries for a time, but the 
longer range prospects are more disturbing. 

The fear of war has added to the other factors that 
have been building up a general and al! pervading com- 
plex of fear of what the future holds in store. It is 
undoubtedly a factor in the present American economic 
neurosis, that it takes a painful delight in predicting, 
if not actually hoping, for the worst. This patholog- 
ical stage is passed through in every severe business 
depression. It persisted into 1922 for some months 
after the acute stage of the 1920-21 reverse had passed. 
We hope—and venture to believe—that when the time 
comes to write the history of the present epoch it will 
be found that we were merely seeing fearsome ghosts 
after the more substantial enemies of prosperity had be- 
gun to vanish. 


Pe 


immediate suc- 
cess of the Federal 
Government's June 


financing supplies a somewhat dramatic additional 
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proof of the current ease of the money market and is 
not without gratifying aspects. Although without 
direct significance in relation to business, subscription 
of $6,000,000,000 to an $800,000,000 issue gives some 
hint of the enormous resources awaiting an oppor- 
tunity to get back into productive employment. If 
not an immediate bullish factor, the long-term im- 
plications nevertheless are favorable. Out of the 
$800,000,000 issue, $589,314,000 will be applied in 
reduction of the short-term debt with the result that 
the total public debt is increased by only $210,686,000. 
The 3% per cent interest rate on the eighteen-year 
loan is the lowest for such an issue since before the 
war. The ready demand for the bonds bolsters con- 
fidence in the current valuations of other high grade, 
long-term issues. The rate is by no means a record 
low. Between 1905 and 1914 United States Govern- 
ment long-term 4s often sold as high as 130 and even 
the Panama Canal 2s went to 105. 


—_ 


WHERE THE HE records of a large com- 
RALLIES START mission house, whose branch 

offices tap every section of 
the country, indicate that stock market rallies, insofar 
as they reflect public buying, usually start in the Far 
West and reach New York last. Perhaps New Yorkers 
are too close to the tape and cannot see the forest 
for the trees. Travellers report that an atmosphere of 
gloom is encountered the moment New York is reached 
and that many other sections, while recognizing eco- 
nomic difficulties, are quietly and patiently making the 
best of matters with full confidence that recovery in 
due time will set in. This is a healthy attitude. If 
the seeker of perspective extends his travels to Europe, 
however, he will find a by no means optimistic opinion 
of the early American outlook. It remains to be seen 
whether New York, Europe or the American hinter- 
land has the mental outlook best adjusted to the busi- 
ness probabilities. We would favor the view of the 
American interior. There at least the mental adjust- 
ment to conditions of depression already has been 
made. New York concentrates and magnifies both 
prosperity and depression, perhaps because it is our 
financial capital and the corporate home of big busi- 
ness. We wonder whether Europe realizes that 
although we cannot recover without her, this country 
must lead the world and start the revival. For the first 
time in major depressions the dominant financial power 
is centered here. 


~~ 


EEK by week the 
monotonous decline 
of commodity prices 


continues, virtually without interruption since July, 
1929. The movement is only too familiar to us all and 
is of fresh interest at the moment chiefly because we 
are now so close to the pre-war level of 1913. A 
few more weeks of deflation at the recent pace would, 
on the average, completely nullify the war-time in- 
flation, putting us back where the joy-ride started. 
This fact naturally raises a pertinent question as to 


APPROACHING 
PRE-WAR PRICES 


whether that price base may be regarded as a logical 
halting point. It is reasonable to believe that its attain- 
ment should be marked by some increase in price sta- 
bility, without which business lacks a foundation for 
confident recovery. Yet superficial consideration of 
any “average” level, without studious regard for the 
individual causative factors, is highly dangerous, as 
well as misleading. We have found in the last two 
years that no empirical estimate can safely be made 
as to the lower limit of any price trend. The 1913 
resistance level has little meaning in the case of farm 
products, for example, for these have slumped well 
under the pre-war base in reflecting basic maladjust- 
ments. So have textile products, while building ma- 
terials and fuels are still 20 to 25 per cent above the 
1913 figure. The relatively wide variation between 
prices of different groups remains an obstacle to sta- 
bility. 
a 


PAY? may not yet be awake to the 

facts, it requires no oracle to 
inform us that the problem of Federal taxation will 
assume enormous proportions when Congress meets in 
December and will play a leading part in the political 
maneuverings of 1932. The opening guns in what 
must inevitably develop into a major controversy al- 
ready are being heard. The Treasury is offering dis- 
creet suggestions as to possible methods of increasing 
tax revenues. Against these certain members of Con- 
gress raise immediate objection. It is not too early for 
the public to put on its thinking cap, for it is the pub- 
lic’s own, personal problem when our national house- 
keeping budget faces a billion-dollar deficit. It is not 
inconceivable that the deficit may reach two billions 
next year. Even if we slow down in war-debt retire- 
ment, as some advocate, Uncle Sam’s fingers neverthe- 
less are going to dip more deeply into our pockets. 
Despite its wide fluctuations, there is probably sub- 
stantial agreement that a general income tax is the fair- 
est and most advantageous levy. But whose pockets 
will suffer most? Secretary Mellon points out that 
380,000 persons now pay 97 per cent of the tax. Will 
the necessary increase come mainly from this group 
or from a major broadening of taxation in the lower 
brackets? It is worth remembering that heavy taxa- 
tion, as England has found, tends to defeat itself. It 
is fair and socially beneficial that a maximum number 
of individuals should pay at least some tax. The out- 
come no doubt will be a compromise, the character of 
which will not only be of vital public concern but will 
necessarily have an important bearing upon business. 


WHO WILL \ LTHOUGH oppublic attention 


ta 


UR most recent investment 
QO advice will be found in the 
discussion of the prospective 
trend of the market on page 218. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions in this issue. 
Monday, June 8, 1931. 
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AST week there occurred one of those sudden 

reversals in sentiment which, in the past, has 

frequently marked the end of a major bear 
market and subsequently led to a quickening in the 
pulse of business. For the past four months, up to 
the close of business on June 2, gloom and appre- 
hension had been growing progressively more intense 
with each fresh decline in securities and with each 
new cut in dividend rates. Fear conjured up visions 
of wholesale receiverships for our corporations and 
an epidemic of war and revolutions. Anyone who 
has lived through former periods of depression knows 
that universal pessimism which has reached such ex- 
treme depths as to verge upon insanity is indicative 
of an abnormally unstable condition which is subject 
to sudden reversal upon announcement of the first 
encouraging item of news. This was exactly what 
happened last Wednesday when the Supreme Court 
refused to interfere in the projected merger of Vacuum 
Oil with Standard Oil of New York, and leading New 
York banks and trust companies reduced to 20 per 
cent, from 25 per cent, their standard margin require- 
ments on security loans. The latter development 
proved to be especially electrical in its effect; for it 


was recalled that a similar cut in margin requirements 
served temporarily to check the continued wholesale 
liquidation of stocks after the break of 1929. 

While welcoming this return to a saner frame of 
mind one should be on guard against swinging to the 
opposite extreme and concluding that all obstacles in 
the path of returning prosperity and rising security 
prices have been removed overnight. Commodity prices 
are still weak, and our Business Activity curve shows 
that the physical volume of production and trade dur- 
ing the first two months of the second quarter was still 
about 18 per cent lower than a year ago. Second quar- 
ter reports, when issued in July, are thus likely to be 
unsatisfactory, and further dividend reductions may 
be expected for some months to come. On the other 
hand, the moderate decline in New Orders shown by 
the latest point on our graph leads to the inference 
that many industries have completed their adjustment 
to deflated levels and are now more confident and in- 
different to the extreme pessimism with which Wall 
Street has been afflicted. This conclusion is further 
supported by the rising trend in our Business Activity 
barometer. Gains are obviously small but persistence 
of even most moderate improvement is encouraging. 
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Germany Looms as Industrial 
and Political Power 


Prostrate Seven Years Ago, She Has Staged an 
Amazing Recovery of Her Pre-War Position 


By Joun C. CresswiLt 


CCORDING 
A to the German 

point of view 
the greatest tragedy 
in modern history 
was the triumph of 
the Allies in the 
World War. As the 
Germans see it, it 
was not only a na- 
tional tragedy but a 
profound error of 


world development 
. History went 
wrong, when the 


most vigorous, pro- 
gressive and resource- 
ful nation of Europe 
was crushed by a co- 
alition of industrially 


might be called an- 
nual cessions of the 
national income to 
the amount of more 
than 400 million dol- 
lars. After the war, 
came the financial 
collapse and the evap- 
oration of the mark 
which destroyed the 
nation’s working cap- 
ital. It might well 
seem that the treaty 
of peace had suc 
ceeded in carrying 
out what J. M. 
Keynes, English econ- 
omist, says was Clem- 
enceau’s purpose, 
viz,.: 

“To set the clock 





backward European 
nations, assisted by 
the United States. 
Their pessimistic po- 
litical philosophers 
assume that the disaster was final and irretrievable and will 
misshape history for ages to come. : 

It is natural for the scholars, brooding over the military 
defeat and its appalling political and economic penalties, 
to conclude that the ultimate consequence of such a debacle 
can only be a trend that will doom Germany to gradual 
decline as compared with the other great nations. The 
penalties of failure in the war were certainly agonizing. 
The German colonial empire was completely swept away, 
28,000 square miles of the homeland and 7 million of its 
people were ceded to the victors. About a quarter of the 
pre-war coal production was in the territory so lost, nearly 
half of the iron ore, a quarter of the pig iron and about 
a third of the steel ingot and rolling mill products. The 
merchant marine was virtually wiped out, largely by cession 
to the conquerors. A considerable part of the rolling 
stock of the railways was included in the spoils. The 
ceded territory contained by far the larger part of the 
Empire's livestock as well as much productive crop terri- 
tory. Vast amounts of commodities went to the Allies in 
the shape of reparations in kind and the country was 
saddled with cash indemnities which if paid in full, even 
according to the revisions made by the Young Plan will 
amount to more than 26 billion dollars, involving what 
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back and undo what 
since 1870 the prog: 
ress of Germany 
had accomplished. 
By loss of territory and other measures her population was 
to be curtailed, but chiefly the economic system, the vast 
fabric built upon iron, coal and transport, was to be 
destroyed. . . . Hence sprang the cumulative provisions 
for the destruction of a highly organized life.” 


Assets That Remained 


Whatever the purpose of the victors and how well theit 
measures were taken, the treaty of peace was unable to take 
from the Germans their greatest assets—their “diligence, 
thoroughness, love of order, inventive ability, talent for 
organization” and the application of the discoveries of 
science to practical utility. Moreover, like the buffets of 
adverse fortune to a strong man, the decrees of defeat 
became a tremendous stimulant to effort. While the pro- 
fessors moaned, and regretted, the people went to work. 
With the book closed for the time being on national polit 
ical aspirations, with militarism extinguished, the subdued 
but undaunted nation tightened its belt and went to work 
with a grim determination to more than make up in the 
economic field all that was lost in national political power 
and prestige. 

The resulting achievement constitutes one of the most 
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dramatic economic re- 
vivals in history, and 
mainly accomplished 
since 1924, by which 
time the world had 
come to the conclusion 
that it must inevitably 
share in the ruin of 
Germany. 

In world trade Ger- 
many is virtually back 
to the volume of 1913, 
measured in pre-war 
values and, of course, 
above it in current 
values, while the bulk 
has greatly increased. 
It is true that she has 
fallen back in her rel- 
ative portion of world 
trade, but that was to 
be expected in view of 
the great advances 
competing nations 
made in foreign trade 
during the long period 
in which Germany 
was actually excluded or seriously crippled by the con- 
sequences of that exclusion. For example, the whole vast 
and intricate fabric of foreign trade, including commercial 
treaties, trade representation, trade routines and customs 
had to be rebuilt, and that in the face of the sternest 
competition from other nations, some of which, particu- 
larly France and England, were strengthened industrially 
and commercially by the spoils of victory. Thus the re- 
sults of the war made France, thitherto negligible in that 
respect, an iron and steel nation on a par with the United 
Kingdom. Indirectly the war gave the United States an 
opportunity to supersede Germany in many kinds of trade 
all over the world, and a swarm of new nations destroyed 
the long-established economic system of central Europe. 

So Germany began her foreign trade rehabilitation 
with zero as the starting point. Wéith such a revival in 
six or seven years, it is idle to deny that Germany has 
again become a major factor in world trade. Already 
she is an easy third, ranking after the United States and 
the United Kingdom in both exports and imports, with a 
total of 6,500 million dollars. 

Visually, more impressive than the restoration of foreign 
trade is the rebuilding of the German merchant marine. 
The German battle 
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and auxiliary vessels, 
with a total tonnage of 
only 500,000 out of 
5,500,000. But now 
the Reich’s flag floats 
proudly on every sea 
over the most ultra- 
modern fleet (home- 
built) in all the world. 
The new marine 
already amounts to 
more than four million 
tons, and it has far 
greater efficiency than 
the vanished fleets. 
Only Britain and the 
United States have 
more shipping. Denied 
a navy of the air, Ger- 
many’s commercial air 
fleet is supreme in Eu- 
rope. 

Coal and iron are 
the bases of industrial 
power. The Peace of 
Versailles shattered 
them for Germany. 
With 50 million tons of iron ore capacity transferred to the 
other side of the new boundaries an intensive development of 
the remaining fields was imperative. Thirty millions of the 
loss has been retrieved, but the real fuel salvation has come 
from lignite, “brown coal.” German genius has wrought 
wonders with this low-grade material, and with annual 
production twice what it was before the war, the remaining 
deficit of 30 million tons in coal has been far more than 
offset. 

Even out of her coal shortage Germany has delivered 
36 million tons on reparations account and is now freely 
exporting 14 million tons annually. 

Iron mining has not come back for the simple and per- 
manent reason that the enemy countries and new states got 
most of the mines. Pig iron and ore have to be imported 
in huge quantities, mostly from Sweden, Spain and France. 
But even at that the production of pig iron, crude steel and 
rolling mill products is greater than in ante-bellum days. 
As a corollary of iron and steel development coke produc- 
tion is now making new records. In steel and pig iron 
Germany has overtaken France and Britain, and stands next 
to the United States. 

The partition of Silesia dealt an irreparable blow to lead 
and zinc mining, 








fleet went to ob- 
livion to the thun- 
der of guns or the 
heroic suicide of 
Scapa Flow, but 
the magnificent 
ocean-going mer- 
chant fleet was to 
endure the humili- 
ation of changing 
its flags and serv- 
ing the conquerors. 
The great ships of 
the trans-oceanic 
iners ran up the 
Union Jack; and 
the Germans were 
left with nothing 
but a few old tubs 
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but the non-ferrous 
metal industries, 
although depen- 
dent upon imports, 
are more produc- 
tive than ever, and 
the German alumi- 
num industry now 
ranks next to that 
of the United 
States. 

Always leaders 
in applied chemis- 
try, the Germans 
have _ achieved 
miracles in con- 
scripting chemistry 
to make up for 
war losses. Lack- 











as formerly, but the loss of 





ing in raw materials their 
wizards of the laboratories 
have found ways to make 
them. From coal, wood, 
salts, the air and other sub- 
stances spring the needed 
materials. Exports of 
chemical products are 
greater and imports less 
than before the fateful year 
of 1914. Germany’s salt- 
peter for the maintenance 
of the fertility of her in- 
tensively cultivated fields 
formerly came from Chile. 
Now she gets an abundance 
of nitrogen from the air. 
Shorn of a large part of 


Railway Freight - 
No, Motor Vehicles 
Merchant Marine 


Industries 





The Come-Back of Germany, in 
Figures 


thousand met. tons 140,753 


No. Persons employed in Mining and 
(1907) 9,289,824 


so much agricultural land 
necessitates heavy food im- 
ports and adds to the mag- 
nitude of the burdens under 
which the country is s0 
valiantly struggling. 
Under the pressure of 
the reparations payments, 
which in the long run must 
be paid out of current pro- 
duction, the Germans have 
experienced a strong urge 
pre toward increased serie. 
3,202 tivity. This has resulted in 
2,405 8,210 such a mechanization of 
industry as is known in no 
other country except the 
United States. So great 


1913 1929 
163,437 
is 87,228 174,458 
7,809 (1928) 6,475 
10,916 13,401 
11,768 16,246 
3,500 20,000 
88,102 (1928) 116,979 
485,900 


11,408,556 














her potash deposits by the 





loss of Alsace, she again 

leads in potash production 

and export. Her production of heavy chemicals is about 
twice what it was in the old days of pride. Even in coal 
tar dyes, with all the other great industrial nations invad- 
ing that field, she has forged ahead. 

In the production of electrical power Germany is second 
only to the United States. The gap is great, but it must 
be remembered that Germany is under enormous handicaps 
with respect to coal and water power. Electrical engineer- 
ing in Germany has developed apace, and her exports of 
electro-technical products actually exceed those of the 
United States. The feverish “rationalization” of German 
industry in recent years has put great demands upon the 
machinery industry. Everywhere the machine is super- 
seding human labor. Exports exceed those of Great 
Britain, and the world is watching Germany as closely as 
it watches the United States for new machines. 

In the textile industries Germany's advance in recent 
years has not been striking on the whole, but the come-back 
in rayon production has been most impressive. Ousted 
from first place by the war, she has climbed back to second 
place, beyond which she never can expect to pass to take 
the leadership from the United States. 

It would be wearisome to follow the progress of Ger- 
many in the many other manufacturing industries in which 
her resiliency and recuperative power have evoked the 
astonishment and admiration of the world, but something 
should be said about agriculture. Animal husbandry was 
dealt what seemed 
like a mortal blow 


has been the general ration- 
alization of industry that 
‘other industrial nations may yet have to say that the onerous 
terms of the peace which put an end to German military 
competition have caused an even more arduous economic 
competition. Industrialization has probably been carried on 
too rapidly for the country as a whole to make the necessary 
readjustments. This is one explanation of the gravity of 
the current industrial depression in Germany, as it is in 
the United States. But both countries will have a corre: 
sponding advantage when world trade revives and the 
battle for foreign markets again becomes acute. No account 
of the effects of the depression on Germany has been taken 
in reviewing her recent progress because it is assumed to 
be a passing phase in which all nations share. The figures 
and statements of fact relate to 1928 and 1929 rather than 
to the following years of depression. 

A feature of rationalization has been the consolidation 
of industrial corporations and the vast extension of cartels 
which have resulted in a unification of industrial power in 
Germany that is exceeded elsewhere in the world only by 
the merging of the state and industry in Soviet Russia. 
Thege has resulted -a co-ordination of industry and a unity 
in foreign trade competition that has made it possible to 
put the whole power of the nation behind the extension 
of German trade, the more so as it has been accompanied 
by the sympathetic intervention of the government. The 
unity of German industry and the development of the 
home-market have been promoted by: a considerable exten- 
sion and general re- 
habilitation of the 





by the territorial 
cessions that mark- 
ed the establish- 
ment of peace. But 
with only a few 
million head of cat- 
tle left to her, Ger- 
many has now over 
18 million, which 
is only two or three 
million less than 
she had in much 
larger pre-war ter- 
ritory. In hogs she 
is about back to 
pre-war figures. In 
crops Germany 
now poduces about 
as much within the 
present boundaries 
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railways and a 
great program of 
highway _ building. 
All this has been 
made possible by 
the Herculean feat 
of establishing a 
new gold standard 
currency and the 
complete rebuild: 
ing of the demol- 
ished credit struc’ 
ture, accompanied 
by a phenomenal 
growth of national 
savings. 

The home mar’ 
ket, too small ever 

(Please turn to 

page 256) 





THE MAGAZINE OF WALL STREET 











INDEX SCALE 




















INDEX SCALE 
ne 
oO 





fe) 


Silver’s Decline Must 


Be Checked 


Development and Trade with More Than 800 
Million People in the Orient Rests on the Stabiliza- 
tion of Silver—A Vital Question Also to American 
Metal Industry—What Can Be Done About It? 


By THropore M. KNnApPeN 


\ THEN, in their favorite 
wedding month of May, 
the multitudes of India sa- 

lute their new brides to the accom- 

paniment of whatever passes for 
the epithalamium in India the price 
of silver goes up. When the mon- 
soons blow wet from the southwest 
in September with rain that in- 
sures good crops silver again is in 
great demand. When China’s en- 
demic banditry is more aggressive 
than usual the price of silver goes 
down. Mix with these social va- 
garies the fact that 91 per cent of 
the world’s silver involves the re- 
covery of by far the larger part of 
the gold, copper and zinc and near- 
ly half the lead, and is therefore 
inevitable, regardless of demand— 
and you have some idea of the 
complexities of the problem of sta- 


bilizing silver. 

Add the fact 
that while vir- 
\ tually the whole 

world outside of 
China is mone- 
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tarily on some form of gold standard basis a thousand mil- 
lion people of the Orient—half the world’s population— 
regard silver as the one and only form of accumulating sav- 
ings, hoarding wealth and investing it, and you perceive 
the desirability, even the necessity, of bringing silver into 
some degree of stability with reference to gold. 

And then you may cogitate on the fact that silver is just 
a commodity—but a commodity that is indestructible. That 
means that it is not consumed in the absolute sense of the 
word—that the supply is forever increasing. Without tak- 
ing into consideration the silver that still remains in the 
world from the days when “the glory that was Athens” 
rose on the silver mines of Laurium, 14.5 billion ounces of 
silver have been mined since 1492. Of that huge total 
more than 9 billions were produced in the last half of the 
Nineteenth Century and the first quarter of the Twentieth. 
And yet the ratio of the production of silver to that of 
gold has averaged only 14 to 1, thus giving gold the best 
of it, so far as quantities are concerned, in the historic 
bimetallic monetary relation of 16 to 1. 


When It All Began 


The woes of silver and of those stubbornly traditional 
millions of the world who continue to prefer silver to gold 
began in 1816 when England went onto a gold standard 
basis, because it best suited her interests as a colonial power 
and trading nation. The fact that England was the pre- 

ponderant commercial and financial nation of the world 
gradually forced the other nations to give up the silver 
standard and the bimetallic standard. France took up the 
gold standard in the fifties, after the flood of gold from 
California made the yellow metal abundant. In 1834, 
gold, which had been preferred in the United States, was 
strengthened by the adoption of the 16 to 1 ratio, which 
promptly resulted in American silver coinage being ex- 
ported to France where the ratio was 15.5 to 1. Then 
between 1850 and 1870 the silver mines of the United 
States turned out so much silver that gold came into 
greater esteem in the world. 

After the war of 1870-71 Germany displaced France as 
the most influential nation on the Continent, and when 
she demonetized silver the Latin Union had to follow. The 
United States abandoned bimetallism and climbed onto 
the gold band wagon in 1873. Beaten in the elections of 
1896, the advocates of free silver in the United States 
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gave up the ghost after 1900, by 
which time the golden flood 
from the Transvaal played into 
Britain’s policy of fastening the 
single gold standard on the 
world, by doing temporarily, at 
least, all that the silver cham- 
pions had ever hoped from the 
free coinage of silver. Today 
China is the only important 
nation in the world that recog- 
nizes silver as standard money. 
Being virtually out of basic 
monetary demand silver has 
slumped in value, varying in gold 
price with the demand for it as a 
commodity, until now the old- 
time relation of 16 to 1 has fallen 
to about 70 to one. While there 
are still heard murmurings in 
favor of the restoration of bi- 
metallism that cause is as dead as 
an extinct biological species, and 
will never be revived unless, pos- 
sibly, the world encounters a 
perilous shortage of gold at some 
time in the distant future. 

But still we have those Indian 
brides and monsoons to consider, 
and those Chinese bandits and 
the Chinese peasants who admire 
silver as much as the Indians do. 
Although the silver wealth—and 
that is the only wealth they know—of an Indian family 
has fallen by about 75 per cent since silver lost its monetary 
estate—the benighted heathens still go on turning their 
gains into silver and making the women of the family 
perambulating banks. 


Silver Hoarders 


When an Indian peasant is favored by the bountiful 
crops that follow a wet monsoon he turns his winnings 
into silver, and the silver into necklaces, bracelets and 
various other jewelry, with which he adorns his wife. Some 
he hides in curious caches. No matter how much silver 
may fall in value during the next twelve-month he takes 
the proceeds of the next monsoon and does the same with 
it. Sounds foolish, but although our money has been fall- 
ing in purchasing power for many months our primitives 
and even some of our elite are trying to play safe by bury- 
ing a can of gold in the backyard or in a safe-deposit box. 
To the Oriental, silver is wealth, and that is all there is to 
it—although he is canny enough to try to accumulate more 
than usual when the price of silver is low. 

But why does he pin his affections to silver, instead of 
to gold? He loves them both, but the masses concentrate 
on silver because as it is cheaper it bulks larger. A dollar's 
worth of gold is a minute thing but a silver dollar is some- 
thing ponderable and delightfully visual and tangible. India 
has from time immemorial the precious metal sink of 
the world—some gold for the rajahs and the other great 
and rich but oceans of silver for the common people. To 
India gold and silver flow but never return. Somewhat 
the same is the situation in China but being more of a 
trader the Chinaman does not cling so closely to silver as 
a precious depository of wealth. It is to him more of a 
trading medium, although prized as the preferred medium 
of accumulating and storing wealth. Eight to ten billion 
ounces of the 14.5 billion ounces of silver that have been 
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With Silver Ornaments the Average Indian 
Makes Banks of the Women of His Family 


taken from the earth since 
Columbus sailed to find India 
have been sunk in the Orient 
—about 5 billion ounces in India 
and 3 billion or more in China. 

Now what are you going to 
do about trading with people 
who store and measure their 
wealth in silver, buy with it and 
bank in its hoards; and who will 
have and accumulate it despite 
new monetary standards and the 
worship of the western world for 
gold? So far as the introduction 
of the gold standard into India is 
concerned, that was done long 
ago by the might of the British 
raj in the form of the gold ex- 
change standard, which is now 
being changed into that of gold 
bullion. The Indian ryot may 
not, possibly, get the full advan- 
tage of having a standard of value 
that is the same as that of the 
greater part of the world with 
which India trades but neverthe- 
less the foreign exchanges of India 
do not depend monetarily upon 
the rise and fall of silver. 

And so the silver problem re- 
mains in gold standard India. 
The brown Aryans have forgot- 
ten all about the loss they took 
when silver was primarily demonetized by the world 
at large. They are as reconciled to the gold standard 
as they are to their climate but still they live and die by 
silver as a possession and as a bank. In all India there are 
only 1,500 banks and banking offices. Since silver be- 
gan to dive as a commodity in 1924 (after being nor- 
malized from the war jamboree that shot it up to $1.37) 
the incredibly poor masses of Mother India have seen 
the value of their savings fall by more than a half—as 
silver has fallen from a gold value of 72 cents to around 
28. The ryot may prize his wife as much as ever but when 
she adorns herself with his wealth he is compelled to re- 
flect that while she may be as beautiful as formerly she is 
tremendously depreciated as a bank account. In contem- 
plation of the shrinkage of his capital he overlooks the 
advantage he has derived from the fact that his currency 
is on a gold basis and that the debacle of silver has not 
affected his current income. 





Britain Fosters Decline 


He feels and acts poor. He accuses the British gov 
ernment of deliberately depreciating silver as a means of 
exploiting India and goes nationalistic and rebellious. He 
blames the government for melting silver rupees into bul- 
lion and selling it to buy gold for its gold reserves, and 
calls it ruinous imperial exploitation. He charges, with 
considerable justification, a large part of the fall of silver 
in the world markets to this governmental selling. He 
complains of the excise tax and import duty on silver— 
now 14.5 cents, formerly 9.5—as being a tax on Indian 
capital instead of a luxury tax. He does not ask for a re- 
turn to bimetallism but he maintains that his government 
should exert itself to keep up the price of his silver, which 
is his capital. Perhaps some agitator fires him to fury by 
telling him that the price of silver is fixed by four vam- 
pirish silver dealers of London who meet in daily conference 
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and after looking over the situation see how much more 
they can squeeze silver down and still leave him alive for 
further torment. As an aside, it is a fact that four London 
firms do fix the daily price, but they do it with all the 
cards on the table; purely on the basis of comparing orders 
with offerings, with a view to naming the current price 
that will move the most bullion. 

Curiously enough, however, some Indian economists and 
business men, even though they are nationalists and de- 
nouncers of England’s economic policies, applaud the fall 
of silver as the ultimate salvation of India. Their argu- 
ment is that so long as silver has any considerable value the 
ryots will continue to absorb it and thus sterilize their 
wealth and prevent the accumulation of commercial capital. 
India robs herself, they say, because the savings of the 
people sink into silver, which is eternally stored and 
hoarded, instead of going into the banks and becoming 
working capital. Therefore they approve of the British 
policy of melting down silver rupees and replacing them 
with paper—which makes a sorry figure as an uxorial 
adornment. The paper, they say, will stay in circulation 
and go into the banks and India will accumulate usable 
capital, while gold bulks too small for small savings. Their 
opponents argue that the immemorial habits of an Oriental 
people can not be suddenly changed, and that come what 
may, the masses will still buy silver and sink it out of use 
if not out of sight. 


.Silver, Key to the Orient’s Trade 


For thousands of years the illiterate masses have looked 
upon silver as the only compact form of wealth, which 
could be secreted against the raids of robbers and the loot- 
ing of conquerors and held against some day of direst need. 
When it is pointed out that for 75 years the pax Britannic a 
has given India peace and tranquillity in greater measure 
than any other part of the 


metal, which has about the same significance to its masses 
as to those of India? Can, they ask, the gold standard else- 
where stand the strain of another immense people taking it 
up? The East wants silver and the West wants gold, they 
argue, and declare that the former can never successfully 
compete with the latter for it. Therefore, leave silver alone 
in China as a money metal, but take steps to stabilize it 
as a world commodity. Not only that, which will sta- 
bilize trade relations between the East and the West, but 
raise it to approximately 50 cents, thereby restoring the 
depleted wealth of China and India and the other silver- 
loving countries of the Orient. This would remove the 
poverty complex of the East and stimulate trade. 


‘China Doubly Hit by Silver's Fall 


The effect of the depreciation of silver has affected 
China, with silver standard money, as it has not affected 
India, which was on a gold basis commercially before the 
present slump began. Obviously the fall of silver in re- 
lation to gold has curtailed China’s buying power. It takes 
a long time in practice for silver prices to adjust them- 
selves to a decline in gold prices. The Chinaman still buys 
and works for the same silver value at home but has to 
use much more of his income to buy abroad than formerly. 
It is simple to say that international trade is merely the 
exchange of goods, and that therefore imports are meas- 
ured by exports and not by the medium of exchange. But 
after all people actually buy and sell for money, and 
it takes a long time for the exchange ratio of different kinds 
of money to be adjusted in prices of goods and labor. 
The fall in silver has impoverished the Chinaman in terms 
of foreign value, his capital being stored in silver, and 
has seriously reduced his current earnings purchasing power 
in foreign goods. 

So it comes about that the West, intent upon develop- 
ing the wealth and trade of 





world has had them, and still 
the peasant hoards silver, the 
friends of silver say that India 
is bound to be industrialized 
and that slowly but surely 
silver hoarding will give way 
to commercialization. In the 
meantime, they say, it is up to 
the governments of the gold 
world to take measures that 
will result in comparative sta- 
bilization of silver, and thus 
facilitate the development of 
trade with India and also with 
China upon the commerciali- 
zation of whose 800 million 
people rests the western 
world’s chief hope of expand- 
ing markets for its mass pro- 
duction surpluses. 

Now as to China, while 
that country, where silver is 
still standard money, is toying 
with a program submitted by 
our Prof. Kemmerer for the 
introduction of the gold stand- 
ard, there is grave doubt 
whether it can succeed. With 
all the gold nations scrambling 
for gold, how is China to get 
the necessary reserves, without 
selling silver and thus adding 
to the depreciation of that 
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Elaborate Elephant Trappings Are Another Outlet 
for Silver in India 


the East for its own enrich- 
ment, is seriously disturbed 
about the plight of silver. The 
United States Senate has a 
subcommittee at work on the 
solution of the problem of 
the revaluation of silver, and 
it has recommended that the 
government call an_ inter- 
national silver conference. The 
Chinese government is mediat- 
ing the calling of such a con- 
ference, and the recent meet- 
ing in Washington of the In- 
ternational Chamber of Com- 
merce, politely memorialized 
the governments of the world 
to consider the advisability of 
such a conference. One British 
delegate even proposed, after- 
wards, that the British Empire 
should create a new imperial 
bimetallic coin to be known as 
the “rex’”—on a 20-to-l basis 
—which would be exchanged 
for silver throughout the Em- 
pire. 

As an immediate measure of 
relief for China the Senate 
committee favored a silver 
bullion loan by the western 
nations to the government of 

(Please turn to page 255) 
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The People of the Five-Year Plan 


A Close Range View 


By Cuarves BENEDICT 


ACK of the difficulty in 


conditions, abundant _ leisure, 





freedom from heavy toil and all 





solving the Russian riddle, 

liesthe lack of adequate 
understanding of the Russian 
character. The Soviet plan is 
hedged around by the strength 
and weakness of a people whose 
ideals of existence are in the 
process of development. Ob- 
servers differ on the outcome. 
On the one hand, there are those 
who believe that the consuma- 
tion of the Five-Year Plan, and 
the plans which will succeed it, 
will make Russia a vast potential 
market in which all the world 
will share; that the development 
of the country’s resources will 
create and distribute wealth 
while a higher standard of liv- 
ing will foster both necessity 


Recent articles on the menace of Russia 
to both capitalism and labor have depicted 
both the progress of the Five-Year Plan 
and its current and future effects on the 
business of the United States and other 
countries of the world. The real sig- 
nificance of the Russian development 
cannot be fully appreciated without a 
knowledge of the people behind it—their 
characteristics, ability and their spirit. 
It is the purpose of this concluding article 
in the series to depict this human picture. 


the luxuries attendant upon a 
high living standard. It is in 
such phrases that the Soviets 
speak to the people, and which 
serve to inspire the workers to 
endure the squalor and untold 
suffering of the present. 

It is this picture which en- 
ables them to bend their backs to 
the uttermost even though they 
may believe that it is the genera- 
tion which follows them rather 
than themselves which will revel 
in these green pastures so attrac- 
tively portrayed. And if their 
spirits temporarily flag as is com- 
mon to all dreamers, how readily 
can they be revived by oratory 
full of promise of wealth and 





comfort and happiness? 





and luxury purchasing. 

On the other hand it is said 
that the Russian menace is but a transitory threat to world 
trade. The Soviet plan is destined for collapse for the 
reason that no human beings can make the sacrifices and 
endure the early hardships which the plan imposes. 

Both of these two diametrically opposing views are 
erroneous in that they ignore the most important force in 
the situation—the traits and the temperament of the 
Russian people. No appraisal can be made without them. 
The very nature of the Russian and his philosophy of life 
sets him so definitely apart from the rest of Continental 
Europe and inclines him so much more toward the Asiatic 
in thought and custom as to make him grossly misjudged 
by the Western World. 


Living for the Future 


By nature the Russian is something of a visionary, and 
it is perfectly natural when one considers that the status 
of the great mass of Russians under the Czarist regime 
was mainly that of serfdom. Imagine an existence where 
men are subject to the whims of autocracy in both gov- 
ernmental and daily life! The intolerable conditions under 
which these people lived made it impossible for them to 
wish to live in the reality of the present, but rather always 
in the future—about which at least they could hope and 
create visions of ease and beauty. Under these circum- 
stances, it is very easy to understand how the inspirational 

uality of the Soviet propaganda can fire them with almost 
anatical zeal for its realization. 

The clever methods by which the whole idea of commu- 
nism and the Soviet plan are advertised dwells on the 
tremendous wealth and resources of the nation which will 
belong to the people, on the splendid and healthy living 
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The Soviets have flattered us 
with numerous comparisons with the United States in hold- 
ing out to their people the prospect of an American stand- 
ard of living. Yet, at the same time, they point out the 
absurdities of the luxuries which have become our necessi- 
ties, burlesque our weaknesses and criticize our mistakes. 


“Planless America” 


The New Russia’s Primer by M. Ilin, combines this 
critical comparison with America and a prophetic vision 
of the future Russia. It aims to give the younger genera- 
tion an understanding of their country’s problem and to 
create a desire to work for its success with renewed en- 
thusiasm. One of the cleverest and delightful bits in the 


- book is the analogy which has been drawn between the 


Soviet Five-Year Plan and the so-called “planless America.” 
Under the caption “What Happens When They Work 
Without a Plan” Mr. Ilin says: 

“Mr. Fox acquires money—one million dollars. But 
money must not remain idle. Mr. Fox looks through news- 
papers, he consults friends, he employs agents. From 
morning till night the agents comb the city, look about, 
and make inquiries. What is to be done with the money 
of Mr. Fox? 

“At last a business is found. Hats! That is what one 
should make. Hats sell; men get rich. 

“There is nothing to hesitate about. Mr. Fox builds a 
hat factory. 

“The same idea occurs at the same time to Mr. Box, and 
Mr. Crox, and Mr. Nox. And they all begin to build 
hat factories simultaneously. 

“Within half a year there are several new hat factories 

(Please turn to page 258) 
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Wheat and Cotton— 
A Dilemma in Abundance 


Two International Commodities Whose Price Movements 
Have Become as Much the Concern of Cabinets as of 
Millers, of Business Men as Well as Farmers and Shippers 


By C. S. Burton 


HE governments of the world have gone into the 
it wheat business. Wheat, once one of the simplest, 

most easily moved items in international trade, has 
fallen into the hands of governmental agencies, has become 
one of the most important pieces on the chess-board of the 
politico-economic game in which the nations of the world 
are so busily engaged right now. 

Interference with the movements of trade, with the in- 
terchange of commodities for: other goods or services, is 
deplored on all sides, yet, never in the history of modern 
commerce have such attempts at control in any time of 
peace been so numerous or so ambitious. 

Since the industrial revolution, which began in England 
with John Kay’s invention of the fly-shuttle, and which 
continues today with constant acceleration, the thought of 
the world has been centered on production. With every 
price collapse, tradition has veered man’s thought around 
to the contemplation of the time when scarcity was nor- 
mal. ‘Fhe only remedy which we have been able to 
visualize for temporary overproduction has been restriction 
of output. 


We have not profited by 
the repeated experiences, 
which have wrought dis- 
aster in every instance, 
where governmental agencies have been called in 
to arbitrarily control prices. It has seemed an 
easy way out to invoke the aid of an instru- 
mentality not amenable to trade regulations or 
market practices, not hampered by limited capital, 
or fear of operating “in the red.” Apparently, 
the results of our unwillingness to let prices take 
their own gait has not taught us even yet that 
while we may hold the price, we may not hold 
the customer; that we invite abnormal competi- 
tion or more production and that, in the end, 
supply is helplessly ruled by demand. To pro- 
long unfit overcapacity by maintaining prices in- 
tended to keep every producer in business is, in 
effect, a bonus syscem, economically impossible. 
Wheat is a crop which agriculturists delight to 
produce. It can go to the market as it comes 
from the harvest field, for cash; if held in storage 
it is not perishable. It takes less time and labor 
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A Lesson 
Still Unlearned 


to produce than anything the farmer can grow that is at 
all commensurate in value. In addition, and as a ponderous 
factor against any curtailment in wheat production, a very 
large proportion of the crop of the world is grown upon 
land, for which it would be very difficult to find any other 
adequate use. The steppes of Russia, the pampas of the 
Argentine, the ranches of Australia, the rolling prairies of 
our own country and Canada are ideal for the tractor, the 
gang plow and the combine—ideal for the mass production 
of the world’s major breadstuff. To the farmer, wheat 
means cash; he looks upon curtailment as something that 
should be good for the other fellow. 

Just as the industrial countries of the world have been 
steadily expanding their productive capacity in manufac: 
ture to an extent which has made it increasingly urgent 
to secure access to larger markets in order to keep down 
unit costs of production, even while the progressive in 
dustrialization of newer countries has, at the same time, 
diminished the desire of certain markets for their goods; so 
in a sense, the world’s production and distribution of wheat 
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has been stepped up in similar tempo. Production 
was increased after 1913 to make up for the de- 
fection of Russia, as Europe’s former chief source 
of supply. Competition for markets has constantly 
grown keener, while the desire of all the wheat- 
importing countries has been and is to make them- 
selves independent of such imports. The tariffs 
of the nations have been erected with a view to 
securing every possible bushel of home-grown 
wheat. 

In freely moving world commerce, the close 
interweaving of economic interest pulls one way 
and is a powerful factor for peace and the greatly- 
to-be-desired free interchange of goods and serv- 
ices. As against the beneficence of this element 
there has grown a steady intensification of eco- 
nomic nationalism, that is a menace to peace and 


prosperity. 


In no item of general con- 
sumption has there been 
a greater struggle for self- 
sufficiency than in wheat. 
It is, of course, in large part, a thought of safety, 
with the shadow of the possibility of war in the 
background that has so impeled the nations, each, 
to try to replenish its own bread basket without 
outside help; for, despite all change, bread 

is still the staff of life. 

' Apparently, the only accomplishment 

of the recent wheat confer- 

ences, the earlier one, at 


The Desire for 
Self-Containment 


and 
the one which 
opened in London, 
on the 18th of May, 
was to emphasize the im- 
portance of wheat and to 
bring out the fact that the ex- 
porting nations are “all working 
the same side of the street’—look- 
ing for buyers able, ready and willing, 
especially able. 

The existence of the current formidable 
surpluses has created the impression of chronic 
overproduction of wheat. In the first half of the 
last decade—crop-years 1921-22 to 1925-26—annual 
world average production (including Russia, but ex- 
cluding China) for the five years was 3,731,400,000 
bushels; for the latter half of the decade, the annual aver- 
age was 4,526,200,000 bushels, an increase of 21.3. per 
cent. There were two unusually large crops in the latter 

period. 

Now, the population of the wheat consuming countries 
has shown an increase of approximately like proportions. 
Russia's re-advent as a large producer of wheat is a matter 
of the last year only. In the past ten years, previous to 
last year, Russia’s total wheat exports did not amount to 
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so much as her annual average 
pre-war exports and her exports 
this year, which have caused such a 
prodigious amount of discussion, hardly 
exceed 10 per cent of the grain going into 
the world market. 
On the whole, production of wheat has run 
but slightly ahead of the increase in population, by no 
means far enough ahead to account for the present con- 
gested condition of the world market; further, also, per- 
capita consumption has shown some increase almost every- 
where except in the United States. 


To look forward; two factors seem 
most important, Russia’s avowed in- 
tention to resume her pre-war place 
as the granary of Europe, and the 
natural unwillingness of the other wheat producing coun- 
tries to surrender the markets which they have won while 
Russia was out of the field; secondly, the participation of 
the governments of the world, or their interference with 
the free movements of trade. 

Twenty years ago, North American wheat growers 
furnished, roughly, one-third of the supply going into the 
world market. In more recent years, this proportion has 
grown to 60 per cent, to 70 per cent, Canada alone supply- 
ing in some years nearly 40 per cent and the United States 
exporting twice as much as it did twenty years ago. 

The Canadian wheat pool began its operations as an 
inter-provincial organization in 1924, to handle a carry- 
over of some 40,000,000 bushels. The result of pool opera- 
tions has been that the carry-over has never been cut down 
and has increased every year since 1927. It may not be 
called “dumping,” but now that pool operations are likely 
to be suspended at the end of the current crop year, 
Canadian wheat has been going to market “at the market.” 

Great Britain has a huge maw to feed and, with her 
army of unemployed, can fully appreciate cheap wheat. In 
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Two Factors 
in Prospect 





January, wheat sold in Liverpool for the lowest price on 
record and the Englishman is free to enjoy the cheapest 
bread in the world, probably the cheapest ever eaten any- 
where. 

The Federal Farm Board and the Canadian wheat pool 
had the same ,end in 


we like, Russia ships what she likes. Russia having quite 
abolished all cost accounting has a present advantage for 
which the rest of the world has no adequate offset. 

If, as thus appears, the two largest wheat producers 
maintain these positions, the time is very near when the 
wheat grower of the 
United States is to be 





view—to raise the price 
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the importing countries. 
There is no denying that 
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Farm Board not only 


State, which is, in fact, 





upset the world markets, 


only a most amazing, 
bizarre capitalistic des. 





Chicago, Winnipeg and 
Liverpool, but brought 


potism. 





retaliatory tariffs into 
existence. France, in 
some years quite self- 
sufficient, imposes a duty 
of 85 cents per bushel; 
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To repeat, wheat is 
one of the chess men in 
the great international 
game, in which Russia’s 
economic program is of 
the greatest concern to 
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Germany, almost franti- 
cally seeking for self- 
sufficiency, builds a tariff wall of $1.62; Italy, also en- 
deavoring to foster home production, has now a duty of 
86 cents; Belgium has a duty on flour. Where tariffs do 
not seem effective enough, practically all of the Continental 
countries have milling regulations, covering the use of for- 
eign grain. All of these measures are obviously and frankly 


retaliatory. 


There could be no more 
startling example of the 
power of the consumer. 
As the United States and 
Canada have endeavored to hold prices above those pre- 
vailing in the world’s open market, the importing nations 
have exerted all their power to free themselves of depend- 
ence upon North American wheat. 
_ The Canadian provincial treasuries, pledged to protect 
the grower against all losses and our own government in 
its establishment of the Farm Board have been paying for 
England's cheap bread. 

The ironies in the situation are numerous. That, from 
the very beginning of the Farm Board's operations, wheat 
prices dropped in response to almost every optimistic utter- 
ance of the board; that the Farm Board representative 
attended the London conference with nothing more con- 
structive than the outworn advocacy of acreage curtailment, 
without any program as to how such a scheme could be 
enforced at home, let alone in other countries; that the 
Farm Board, withdrawing from market activities as to the 
new crop, should refuse to make known to the wheat trade 
its merchandising plans for the disposition of the carry- 
over of 250,000,000 to 350,000,000 bushels of wheat now 
entirely in the hands of the board; that Russia should have 
had so much the best of the argument in London in sug- 
gesting limitation of exports. 

It may be that an international body empowered to regu- 
late exports would seem abhorrent to our sense of freedom, 
but, in the retention of our liberty to export as we may 
see fit, we leave Russia also free; and, since Russia alone 

roduces more wheat than the United States, it rather 
eaves Russia in command of the situation. We ship what 
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We Pay for England’s 
Cheap Wheat 


the peace of Europe. 
There is a growing terror of Russia as an unamenable pro- 
ducer on a scale that will permit her to upset all markets, 
so long as her workers will consent to carry on for mere 
black bread and cabbage soup. 

Great Britain’s imports from Russia for the first quarter 
of 1931 show a marked increase over the like period in both 
1929 and 1930, and are almost exactly equal to the im- 
ports for the same period in 1913. Details are not at hand 
from which to analyze these imports, but the figures add 
importance to Russia’s power as an export nation for the 
time at least. 

What the consequences as to European peace might be 
if the Russian program collapses is not a matter for serene 
contemplation. Perhaps the real solution lies in educating 
the Russian worker into a consumer. Were there any- 
thing rational about the Russia of Stalin and Litvinoff, the 
whole world might be interested in a tremendous develop- 
ment of Russia’s “home market.” 

The present outlook as we approach the end of the old 
crop year is that Europe is to have cheap wheat. Russia 
can sell wheat at 50 cents and do a good business, in addi- 
tion she is evidently preparing to undersell the world in 
wheat, just as she has agreed to do in. oil, by contracting 
to furnish to the Spanish oil monopoly 250,000 tons 
of petroleum products annually at 18 per cent below 
world prices. Competition of this character makes 
wreckage out of price structures whether in wheat or 
petroleum. 

The European nations may be forced to lay aside some 
part of their nationalism and band together for at least 
the one common purpose of protection against the Soviet’s 
policy of “dumping.” The problem requires international 
and general agreement, otherwise the most-favored-nation 
treaties would at once make scraps of paper out of present 
tariff regulations. 

There are some indications of a decrease in wheat acre 
age in many countries after six years of increasing areas. 
In 1924, the total wheat acreage of the world (excluding 
Russia and China) is estimated to have been 224,000,000 
acres. Each succeeding year has seen increases, except that 
1928 and 1929 were equal. With Russia included in the 
totals, the record shows increases for every year since 1922. 
The world area (excluding Russia) harvested in 1922-23 
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was 223,000,000, in 1930-31 preliminary estimate of acre- 
age (U. S. Department of Agriculture) is 249,900,000 
acres. During this same period, however, Russian acreage 
increased from 38,400,000 to 84,100,000 and produc- 
tion from 205,000,000 to 1,097,000,000 bushels in 
1929-30. 

These figures make it plain that while overproduction 
has not been so much of a chronic condition as might be 
supposed, the future, with Russia's output multiplied to 
more than a billion bushels per annum, may tell another 
story and, as has been said, may force our own wheat 
growers to take refuge behind our tariff wall where they 
can produce and market 600,000,000 to 650,000,000 
bushels of wheat every year and be assured of 42 per 
cent per bushel above the price in the open market of 
the world. 

In the larger and more important view, the abrupt de- 
cline in the price of wheat must be considered as having a 
direct bearing upon contractual relations throughout the 
world. As it is one of the most important commodities 
involved in the general price decline and one in which 
almost the whole world is interested, its relationship to 
the world’s capacity to pay its debts, its movements in bulk 
and in price become of interest to cabinets as well as to 
shippers and millers. 


Can Cotton Our cotton, like our wheat, has fallen 
oht Itself? into the hands of the Federal Farm 
Right Itself: Board. Everyone, directly and in- 


directly connected with cotton, has 
been upset. The futures market, designed to assume the 
legitimate risks prevailing in cotton production and dis- 
tribution, has been at sixes and sevens. Prices have crashed 
to the lowest level in fifteen years and the chief asset of 
the cotton market—confidence in the future—has been well 
nigh destroyed. There have been severe declines in cotton 
in the past; there have been short periods when the bale 
has had hard work to find a buyer but always the feeling 
persisted that, given an opportunity, the cotton market 
could right itself. 
There was the crop of 1926-27, of 17,977,000 bales; 
there was a 





from the supply standpoint alone—would by no means be 
considered hopeless. 

As matters stand, however, the Farm Board has accumu- 
lated some 1,300,000 bales of cotton, which must be sold 
when and as it can go to market without creating general 
embargoes against all American goods abroad and without 
raising too loud a howl at home. With a free market, 
the cotton industry might view the outlook with some 
degree of equanimity; as it is the least that can be said is 
that general uncertainty prevails. It may be that prayers 
go up from certain quarters for a short crop, a shortage 
that would permit the Farm Board to sell its cotton and 
the Co-operatives to liquidate the contracts which they have 
accumulated in an effort to meet the demands of the mills 
and satisfy the planters at the same time. This process 
has involved the financing of cotton secured from the 
farmer by an advance of Farm Board funds, with sales to 
the mills and the substitution of futures contracts, in the 
hope that an advance in price would permit of a satis- 
factory settlement eventually with the farmer. Some critics 
insist that this is a gamble with the taxpayers’ money. The 
congestion of the market at home due to interference and 
consequent uncertainties has spelled opportunity to some 
extent for foreign cottons. 

Undeniably our planters have been rather the spoiled 
children of a tradition, so long have they held to the be- 
lief that no part of the world could furnish any serious 
competition in the production of cotton. When the board 
announced very shortly after it went into action that it 
would pay 16 cents for cotton, the response, economically, 
was as correct as a West Point cadet drill; the world sold 
cotton in our futures market. The Farm Board bought 
cotton and the competition encountered abroad by the 
American bale was accentuated by the knowledge of the 
load which the board was accumulating. The trade trans- 
ferred its holdings to the board, but the carry-over at the 
end of the 1929-30 crop year was increased instead of 
diminished. 

It was the same old story, disregarding some minor ques- 
tions of quality of staple, sensing the interposition of an 
arbitrary element in the distribution of American cotton, 
the spinners abroad gave preference to other cottons where 
possible. World use of American cotton for the 1929-30 
crop year wasmore 
than 2,000,000 





carry-over of 5,- 
501,000 bales, a 
total of Ameri- 
can cotton of 23,- 
478,000 bales. In 
December of 
1926 cotton sold 
around 12 cents 
per pound, but 
the market 
turned — and 
without outside 
aid or interfer- 
ence but by its 
own strength and 
resiliency — and 
took crop and 
carry-over up to 
27% cents per 1891 1895 1900 1905 1910 
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bales below that 
of the previous 
year, while the 
consumption of 
foreign cottons— 
Indian, Egyptian, 
Chinese, Russian, 
etc. — wasin- 
creased by more 
than 1,000,000 
bales. To put it 
more forcibly 
than it may be ex- 
pressed in figures, 
“in the midst of 
world-wide de- 
pression of al- 
1915 1920 most all lines of 
industry and 
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pound. It is an- 
ticipated that the 
carry-over at the end of the current crop year will approxi- 
mate 9,000,000 bales, if the present crop now in the making 
runs around 14,000,000 bales, the statistical position would 

somewhat comparable and considering the estimated 
dearth of goods upon merchants’ shelves, the outlook— 
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commerce the 
world consumption of foreign cottons was the largest on 
record, while consumption of American cotton was the 
smallest since the 1923-24 season.” 
Of a certainty, the reckoning must come, there is in sight 
(Please turn to page 260) 
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Market Indicates A Change 


Signs of Termination of Downtrend Appear, but Genu- 
ine Improvement Still Rests on Business Conditions— 
Coming Weeks of Critical Importance to Investors 


By A. T. MiLter 


Tt major 


liquidating AVERAGE PRICE OF REPRESENTATIVE BLUE CHIPS 


movement, 
begun as a fast 
speculative panic 
and converted in 
recent weeks into 
something akin to 
a slow investment 
panic, now offers 
tentative indica- 
tion of burning 
itself out, per- 
haps clearing the 
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be geared in com- 
ing weeks. 
After having 
matched the 
scope of the vio- 
lent decline of 
last autumn, it 
seems probable 
that the slump 
which began in 
February is now 
over or virtually 
over. It is pos 
sible that the low 
point in this par- 
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nificant stock 
market turn in 
the relatively early future. It is not a question of technical 
rally, which is in progress at this writing and which is 
amply justified by a shrinkage of some 37 per cent in prices 
during more than three months of almost uninterrupted 
decline, but of whether the basic readjustment may not 
be so nearly complete as to suggest that the beginning of 
genuine recovery, if not in sight, may lurk just around 
the corner. 

Such a possibility is obviously of commanding interest to 
potential investors and should not be obscured by the New 
Era Pessimism which has supplanted the New Era 
Optimism of 1929. 

It is certain that this depression will be followed by 
revival, that this bear market will give way to a bull mar- 
ket. That is a trite statement but true, and worthy of 
emphasis in the present situation. Rich rewards are in 
store for those who have the wisdom, patience and courage 
to buy sound securities when the transition from bad times 
to good begins. It is not too early to begin watching care- 
fully for this opportunity, although it is too early to accept 
the immediate risk of discounting it merely on the basis of 
hopeful assumption. 


In pointing to the possibility of coming recovery, 
there is no thought yet of abandoning the policy 
of caution which has been followed for so many 
months in these articles. The soundness of this 
insistence upon “Safety First” has been strikingly demon- 
strated by the course of events. The purpose here is merely 
to warn against bearish psychology being carried to an ex- 
treme which may obscure definite signals of improvement 
when they arise. It is in a thorough and impartial search 
for these signals that the resources of this publication will 
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Safety 
First 


ticular movement 
has been seen. 
On the other hand, it may come in July, after second quar- 
ter earnings reports are available. The precise timing may 
be of interest to nimble speculators but in any event should 
not concern investors. Nor is it important to them whether 
technical rally lasts a few days or a few weeks. In either 
event it seems likely that the period of the next six weeks 
will encompass at least some intermediate change of market 
action and speculative attitude. It will bring us close to 
another base of seasonal hope and will see the agricultural 
harvests begin to be converted into cash. The vital ques 
tion is not this period but what it will be followed by. 
Will business gains be merely seasonal or indicative of 
the initial cyclical recovery? Will we turn our backs defi- 
nitely upon the bear movement? 


Necessary In the market results of recent weeks there 
D . are some hopeful implications. It has long 
eflation een plain that some reasonable conform: 
ity would have to be established between 
stock values and the underlying base of corporate earnings. 
Lacking an advance in business profits, it was inevitable 
that stock prices should come down. It is worth consider 
ing whether the extent to which they have come down 
is not in itself a decidedly constructive factor. A sound 
investment basis can be attained either by adjusting earn 
ings to prices or prices to earnings. In the latter process 
we have travelled far since February. Not only are scores 
of formerly favored stocks selling below $10 a share but 
gone is the major part of the popularity premium of the 
proud group of Blue Chips which headed the bull parade 
of 1928 and 1929. 
The deflation of these leaders is significant. Some are 
selling not very far above net quick assets. As the accom: 
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panying price table shows, simple arithmetic indicates that 
the worst certainly has already been seen, that further de- 
cline in most instances would necessarily be of relatively 
gmall scope in comparison with that previously experienced. 
Whether this means that we have yet reached a bedrock 
investment basis, however, is by no means clear. The Blue 
Chips have declined approximately 60 per cent from the 

valuation of 1929. In recent weeks financial atten- 
tion has been to a large extent focussed upon their defla- 
tion, since it is possible that it may constitute the final 
phase of the process of correction. Some of these stocks 
characteristically move late in the market cycle. Only late 
in the bull market, for example, did United States Steel 
attain a fantastic valuation. May not the coincidence of 
its belated deflation mean that the cycle is again near a 
turn? 


In considering this possibility it is 
necessary to point out that, severe 
as deflation has been, the Blue 
Chips at their recent low were still 
approximately 18 per cent above the high point of 1924. 
That point not only represented a bull market condition, 
reflecting expanding business, but was a higher level than 
the market ever before had reached. For this reason it can 
not be safely assumed that it is necessarily the final stop- 
ping place in the bear market. Whereas railroad stocks 
have virtually duplicated the lowest level of 1921, a level 
comparable to the bear market lows for many years back, 
industrial stocks at their lowest thus far were nearly twice 
as high as the 1921 low and the discrepancy with utilities 
is still greater. 

This provokes some very interesting conjecture. The 
sump in business activity and profits is certainly com- 
parable to that of 1921. On the other hand, some 
15,000,000 persons or more have been added to the do- 
mestic consuming popula- 


A Final 
Stopping Place? 


former bottoms, although some gain in this respect prob- 
ably can be taken for granted. 

The answer will almost certainly be provided by the 
business developments of the autumn. Despite tremendous 
deflation, the market is not yet in a position to wait in- 
definitely for a lifting of the earnings base. Should hope 
have to be deferred until the spring of next year, any 
intervening market rally would necessarily fare badly. 
Here, of course, we are carrying conjecture rather far into 
the future but such a perspective is worth while. Against 
this possibility of a fifth phase of major decline we can 
entertain the reasonable hope that the seasonal sloth of 
summer will be broken by genuine improvement. 


Meanwhile the market is confronted 
with some important and obvious 
difficulties. Investment confidence re- 
mains low, due to‘the serious impair- 
ment of corporate earning power. Such hope as may have 
been entertained that the recent reduction of the rediscount 
rate of the Federal Reserve Bank of New York would 
favorably influence the bond market has been rudely 
dashed. Idle money is as timid as ever. With the ex- 
ception of the “Safety First” issues, weakness again rules 
the bond market. There is no sign as yet of a bond 
bull market such as traditionally precedes major advance 
in stocks. 

Nor has anything yet occurred to solve the problem 
which depleted earnings have imposed upon the railroads. 
It is now less a question of dividends than of covering 
fixed charges. March earnings, which were 25 per cent 
under 1930 and an improvement over February, offered a 
tentative basis of hope but this is nullified by the April 
records, which show earnings 36 per cent under the same 
month of last year. It is estimated that at least $1,000,- 
000,000 of rail bonds will lose their legal status for savings 
bank and insurance com- 


Difficulties to 
Be Overcome 








tion in this decade. The 
credit position is im- 
mensely stronger than 
that of ten years ago. The 
financial and technical re- 
sources of the average 
corporation are far great- 
er than in 1921. Current 
assets per share of some 
corporations exceed their 
1921 stock quotations. 
Accordingly, it would be 
absurd to contend that 
stock prices in general 
must duplicate the 1921 
res. In this country 
for many generations a 
long-term progress has 
provided permanent gains, 
the result of which tends 
to lift our bull market 
peaks and bear market 
ttoms to ever higher 
levels. Never before, how- 
ever, has a bull market 
pushed so unreason- 

ably beyond all former 
peaks. It does not at all 
follow that the bear mar- 
ket bottom will be equal- 
ly disproportionate to all 
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The Deflation of ‘Blue Chips” 


pany investment by the 
end of this year and, bar- 
ring a decided increase in 
freight traffic, lower 
1930 wages for rail labor or 
_ substantially higher freight 
196% rates in the early future, 
54% it is quite possible that the 
156% total may reach $3,000,- 
95% 000,000. As has been 
sae pointed out here previ- 
a ously, a change in this 
- distressing situation ap- 
pears essential to any 
lasting betterment in the 
stock market. 

We are confronted also 
with continuing acute 
weakness in commodity 
prices with a constant 
343 shifting of values that 
69% leaves business without a 
148% firm base on which to re- 
156% adjust itself. A greater 
106% measure of price stability 
362% is a vital need, yet the 
81% decline, virtually uninter- 
159% rupted for more than 
145% twelve weeks, has shown 
increasing momentum in 
(Please turn to page 255) 
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How Much Is a Corporation 
Executive Worth? 


Huge Bonuses to Management Now Under Con- 
test in Several Companies Give Rise to the 
Question of Whether Provision of Large Cash 


Incentive to Operating 


porate executive be reasonably 

worth a compensation of 2 
million dollars a year, or twenty-six 
times the salary of the President of 
the United States? The question 
presents a fascinating field for con- 
jecture. It is of particular public 
interest at this time because the 
executive bonus plans of various leading corporations, in- 
cluding American Tobacco, Bethlehem Steel and Lorillard, 
constitute the focal point of hotly contested litigation in- 
stituted by minority stockholders. 

Both shareholders and the general public open startled 
eyes at the revelation that the Bethlehem bonus system has 
yielded to a limited group of executives the vast total of 
approximately 36 million dollars in fourteen years and that 
in one year it added the sum of $1,625,753 to the $12,000 
annual salary of President Eugene G. Grace. 

In comparison with the $75,000 salary of President 
Hoover or the $50,000 to $100,000 salaries drawn by rail- 
road presidents, there is food for thought in the estimate 
that George W. Hill, presiding genius of the American 
Tobacco Co., drew a cash compensation of more than one 
million dollars last year and in the fact that his company’s 
stock bonus plan would, at recent market prices, add to 
this salary a reward of another million, making total com- 
pensation of more than two million for a single year. 


C AN the services of any cor- 


Minority and Majority Views 


Perhaps it may be granted to begin with that the Presi- 
dent of the United States is underpaid and that, in any 
event, the comparison is not a logical one. Certainly one 
would hesitate to assert dogmatically that Mr. Hill is over- 
paid, in view of the tremendous growth of profits of his 
company and the abundant millions it has distributed to its 
shareholders in dividends. A far smaller compensation 
might fairly be considered grossly excessive for an officer 
who failed to achieve satisfactory results. This practical 
distinction obviously requires consideration. In connection 
with it, it is worth noting that the bonus plans both of 
American Tobacco and Bethlehem Steel have received the 
formal approval of a large majority of stockholders or, at 
least, the approval of stockholders owning a preponderant 
majority of the stock. 

Nevertheless, it is not possible to dismiss the matter 
merely because of this fact. A minority view which can com- 
mand the serious attention of the courts is not to be ignored, 
nor is there any longer a disposition on the part of the 
New York Stock Exchange, Wall Street or the public to 
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Heads Is in the Best Inter- 
est of Common Shareholders 


By Laurence STERN 


accept a majority vote of stock, 
often dominated by large interests, 
as necessarily indicative of the true 
interests of the general shareholder. 

Due partly to the dissatisfactions 
provoked by depression, the present 
is a period of critical inspection of 
almost all phases of corporate prac: 
tice. In recognition of this fact the 
regulatory efforts of the Stock Exchange have been aggres- 
sively extended in various directions. The latest move in 
the campaign to protect the public and see that it is pro- 
vided with the information to which it is reasonably en- 
titled is the recent announcement that the Committee on 
Stock List may in future require companies seeking listing, 
or the listing of additional securities, to furnish complete 
data as to bonuses paid to executives, as well as the record 
of past payments. 


Employee Incentive 


Corporate practice in establishing “employee incentive” 
has for years followed a great variety of plans, differing 
widely in detail and application. Some have proven un- 
questionably effective, contributing substantially to the 
benefit of shareholders through increased profits. That all 
such plans are fair or meritorious obviously is debatable. 
Whatever the wisdom of a particular bonus system, there 
can probably be little question but that all stockholders are 
fairly entitled to knowledge at least of its essential char 
acter. Much of the criticism directed at the Bethlehem 
plan by minority stockholders is on’ the ground of its 
“secrecy,” one stockholder rising at the annual meeting to 
ask the pertinent question, “Why, after fourteen years, 
are we now asked to ratify it?” 

There is room for technical argument here. The plan 
was necessarily instituted with the authority of the stock: 
holders and it may have been possible for an unusually 
alert and persistent shareholder to unearth some informa 
tion as to its application. Yet there can be no doubt that, 
to all practical intent its operations were cloaked in secrecy, 
the revelation of the magnitude of the bonuses paid com: 
ing more or less by accident as a result of litigation over 
the proposed Bethlehem-Youngstown merger. There is 
much logic, of course, in the contention that publication of 
the exact amounts paid to individual officers would be bad 
policy, contributing to envy, discontent and friction within 
the executive organization. These details, however, afe 
not essential. Without giving them, various companies 
manage to be adequately frank in revealing the primary 
character of their bonus distributions. 
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In the operation of any bonus plan there is much of 
interest, if not vital concern, to the stockholder. There 
are almost unlimited variations, for example, in methods 
of computing bonus payments. The Bethlehem bonus, 
which between 1918 and 1930 yielded approximately 25 
million dollars to 
twenty-one executives 
vile total dividends 
on common stock 
amounted to 60 mil- 
lion dollars, is figured 
after allowing for 
preferred dividends 
but before deprecia- 
tion charges. It need 
hardly be said that 
the determination of 
a proper depreciation 
charge is subject to 
considerable latitude. 
When profits are 
large this charge often 
is raised as high as 
possible to limit tax 
payments on earnings. 
In such an instance 
net profits, after de- 
ducting depreciation 
allowance, would not, 
at least from the 
point of view of ex- 
ecutives sharing in a bonus, fully and fairly reflect the 
success of executive effort. On the other hand, computa- 
tion of the bonus after allowing for depreciation obviously 
might give executives an incentive to keep depreciation 
charges lower than they should be, thus increasing their 
own compensation at the expense of the company’s future 
welfare. 


B. L. Belt 
P. Lorillard 


Management Varies 


It is not possible to reduce the valuation of any officer’s 
services to a hard and fast formula. Able and energetic 
management, of course, is absolutely essential to the success 
of any enterprise, yet it is certainly true that the finest 
kind of management does not necessarily guarantee profits. 
Let us assume, for example, that the presidents of a steel 
company, a railroad, a public utility, a food company and 
an oil company are all men of identical ability and resource- 
fulness. Nevertheless, the profit records of the respective 
companies undoubtedly would show the utmost variations, 
due to differing individual characteristics of the enterprises 
and to other factors beyond the control of management. 
Even granting good management, there is a certain element 
of chance in the rise and fall of industries and companies. 
There is no reason why stockholders should not consider 
this fact when their chief executives draw recompense in 
terms of a million dollars a year or more. 

Examination of the history of representative American 
companies fails to indicate a case either for or against the 
bonus in its various forms. Some attain conspicuous suc- 
cess, with or without any special “executive incentive.” 
With or without it, others slide into business oblivion. Cer- 
tainly there are any number of executives who are entirely 
satisfied to serve to the best of their abilities for salaries 
of $50,000 to $100,000 a year. Such men usually are 
substantial stockholders anyway, either through direct pur- 
chase with their own capital or through company stock 

iption plans which encourage employee ownership, 
but, in being adjusted to open market prices, fall far short 
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Eugene G. Grace 
Bethlehem Steel 


Three Corporation Presidents Who Are Central Figures in Big Bonus 
Contests 


of constituting a bonus in any real sense. The pride which 
a man feels in accomplishment, the desire to retain a $100,- 
000 job—which, after all, means a rather comfortable nook 
—and the personal interest involved in stock ownership 
would seem in themselves to constitute a very powerful 
incentive. Yet any 
fair judgment of 
profit-sharing must 
take into considera- 
tion not only the con- 
ditions under which 
handsome bonuses are 
being paid but the 
circumstances at the 
time such plans were 
inaugurated. It is 
one thing for a suc- 
cessful company to 
begin paying large 
bonuses, It is quite 
another for a strug- 
< gling enterprise to 
— contingent re- 
, wards to the men who 
Geng We have the ability and 
American Tobacco courage to’ steer it 
through turbulent 
waters to prosperity. 

In this connection 
it is only fair to point 
out that the Bethle- 
hem bonus plan was inaugurated in the years before the 
company attained its present financial strength and when 
the threat of utter disaster in hard times was a real one. 
It is of interest to note that similar considerations un- 
doubtedly played a part in the inauguration of the General 
Motors profit-sharing plan, for the motor industry only a 
decade ago was a radical speculation. Those who risked 
their money in it had obvious reason to protect their own 
interests and strengthen the probability of success by pro- 
viding generous contingent rewards for key executives. The 
duPont interests, with a huge investment in General Motors 
common stock, have always regarded the bonus plan as 
one of the important factors in the company’s success. 

It is estimated that General Motors in thirteen years has 
distributed to executives and employees stock worth at least 
$250,000,000. Under its plan, after allowing 7 per cent 
on invested capital, the company contributes to the bonus 
fund a fixed percentage of its profits. The contribution 
was 10 per cent prior to 1923 and 5 per cent thereafter. 
Participation is through the Managers Securities Co., 
stock being bought in the market for distribution at fixed 
intervals to executives selected by the directors. The com- 
pany has returned rich rewards to its shareholders. There 
has never been any criticism of its bonus. At one time 
public fancy was caught by newspaper estimates that its 
plan had made millionaires of approximately eighty execu- 
tives. The estimate was probably over-conservative. 


How Bethlehem Does It 


The Bethlehem controversy naturally provokes curiosity 
as to the profit-sharing system of the United States Steel 
Corp. As with many others details of corporate: practice, 
Steel follows a commendably conservative and frank bonus 
policy. For obvious reasons it does not make public the 
recompense of individuals, but aside from this all of the 
information which shareholders could desire is available. 
There is no distribution unless annual net profits exceed 

(Please turn to page 255) 
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Things T q! 


Tools of Revival 1 





Just as the roots of depression are to be found in 
boom times, the roots of prosperity are nurtured in 
the basic readjustments forced by depression. At a 
time of widespread fear and distrust, recognition of 
the automatic forces of correction is comforting. 
While. stocks and commodities go down, liquid funds 
are piling up. It is temporarily important that no 
demand for this money exists but far more important 
that a record-breaking supply will be available when 
that demand ultimately returns. For a nation, as for 
an individual, nothing is quite so reassuring as money 
in the bank. Reflecting a lessening velocity of credit, 
time deposits are mounting, the gain of reporting 
member banks of the Reserve System thus far this 
year being $326,000,000. The insurance companies 
have so much money that safe investment at profitable 
rates has become a problem. Corporate surpluses, 
despite reduced earnings and generous dividend poli- 
cies, are being well maintained. Savings bank de- 
posits are at the highest level ever known. Here 
are vital tools to work with in building sound re- 
vival. 


Tis An Ill Wind 


It is an ill wind that blows no one any good. De- 
pression seems to have benefitted one branch of the 
automobile business. The used car market is looking 
up, for supply is limited and, as invariably happens 
under such circumstances, prices are unusually high. 
This is only superficially surprising, however, for the 
causes involved are readily apparent. In the majority 
of cases a used car finds its way to the second hand 
market when the owner trades it in for a new car. 
Since new car sales are depressed, trade-ins are fewer. 
Repossessions of used cars by finance companies or 
dealers also are declining, for the amount that the 
buyer pays is relatively small and the installment debt 
is quickly paid off. On the other side of the picture, 
demand is good. Many persons who need economical 
transportation are resorting, at least temporarily, to the 
used car field, bearing in mind that “everybody drives a 
used car” and that the depreciation cost of the first few 
miles of a new car is disproportionately high. A used car, 
for example, may be bought for $400 and resold for $300 
after considerable use. The percentage decline in selling a 
car which has been bought new is far greater. In Detroit 
a large wholesaler of used cars, who formerly sold fifteen 
to twenty cars a week to dealers, now has only twelve or 
fifteen cars a month to sell. This situation may easily con- 
tinue throughout the summer but the autumn months will 
probably see the second hand cars coming back on the mar- 
ket in greater supply as users refuse to carry them over the 
winter. However, they won't all come back. Not a few 
will have made their last mile and the reduction will be 
i so much gain for subsequent markets for both old cars 
and new. 
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Buying High and Selling Low 


It is an all too familiar fact that the “small fry” pub 
lic tends to achieve the speculative folly of buying high 
and selling low, thus reversing the process by whi 
wise investors find handsome profits. The public’s de- 
sire to buy and ability to buy are greatest in boom times 
when prices are high. Liquidation at unfavorable levels 
results from impaired margins, the imperative need 0 
funds or, in many instances, sheer fright at the outlook. 
Yet the public has no reason to be ashamed of the record 
of the last two years, for in its folly it does not lack very 
high Wall Street company. Many of the investment trusts, 
which were formed in 1928 and 1929 with the avowed 
function of providing expert management for the funds of 
an inexperienced public, have been heavy sellers of stocks 
in recent months. Regardless of the individual reasons 
behind this wholly voluntary liquidation and regardless of 
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whether the trusts later succeed in buying back their stocks 
at more favorable prices, it is fair to point out that many 
have to a large extent emulated the public in the easy art 
of buying high and selling low. Perhaps that is one reason 
why the 1929 premium on management has been con- 
verted into so extensive a discount. The conclusion of the 
bear market will offer an ideal opportunity to the trusts. 
Only the most fortunate and foresighted ‘will be in a posi- 
tion to take advantage of it but they are the ones to watch. 


Wanted: New Industries 


It is well recognized that our emergence from the de- 
pression of 1920-1921 was speeded by the making up of 
wartime shortages, especially in construction, and by the 
development of new industries, notably automobiles and, 
to a lesser extent, radio. In the practical, economic sense, 
there are no important shortages now. On the contrary, 
surpluses abound. In this direction, therefore, no easy way 
out is apparent. Nor does it appear probable that the next 
decade will develop any single new industry remotely 2p- 
proaching the economic importance of the automobile. Here 
again a magic remedy is lacking. Nevertheless it is incon- 
ceivable that scientific progress has ceased. Furthermore, 
business has yet to make anything like maximum commer- 
cial use of the developments of our laboratories. It may 
be that a hundred odds and ends, including the refinement 
and improvement of existing industries and methods, will 
give us an aggregate lift equal to that involved in the de- 
velopment of the automobile. We are on the threshold 
of television. Frozen foods have almost unlimited possibili- 
ties. Mechanical refrigeration is merely beginning. Avia- 
tion has far to go. Utilization of natural gas is nowhere 
near complete. Pipe line transportation may be extended 
to a host of commodities other than liquids. Synthetic 
chemistry offers commercial possibilities which stagger the 
imagination. Houses may be made of steel and delivered 
room by room. Application of electric power in countless 
uses will be steadily extended. Materials for manufacture 
now extracted from the earth may in future be grown on 
the farms. The worker of the future may labor both in 
factory and on farm in the same locality at different sea- 
sons. We need not despair. Progress in this country is 
as certain as death and taxes. 


Looking Into Meat Prices 


In examining the causes of continuing depression it may 
be worth while to consider the formal charge of the Omaha 
Livestock Exchange that retail butchers, hotel and restau- 
rant men have failed to reduce their prices on meat prod- 
ucts in line with the declining cost of livestock. Prices for 
livestock have declined sharply in the last two months, beef 
reaching the lowest level in twenty years and pork going 
Proportionately lower. Very little of the saving has been 
passed along to the public, says the Exchange in asking 
Secretary of Agriculture Hyde to take appropriate action. 
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We wonder whether similar complaints are not justified in 
other lines. Some lag between wholesale and retail prices, 
of course, is inevitable, but too much lag completely gums 
the economic machinery and this unquestionably is one of 
our present difficulties. It is improbable that anything can 
be done about it. Fully aware of the trend, the larger 
merchandizing organizations take the lead in passing along 
lower prices to the consumer and their competition tends 
to force independent retailers into line. Even after the 
basic decline is halted, the ultimate retail readjustment 
probably will require some time. 


Conservatism Has Its Rewards 


Not a few shrewd judges of security values are inclined 
to look with favor upon some of the leading bank stocks. 
For the first time in years it is possible to obtain a reason- 
able dividend yield in this class of investment. Against the 
present narrow margin of bank profits is the certainty that 
earnings will increase substantially as interest rates return 
to a more normal level. It is worth noting, however, that 
the stocks which well-informed investors favor most are 
those of the banks which throughout the boom adhered 
most closely to straight commercial banking operations, 
leaving the expansion of securities affiliates to others. The 
wisdom of such conservatism is now amply demonstrated. 


Dividends Resist Depression 


Although the stock market continues to look upon the 
gloomy side of the economic picture, it is not improbable 
that present fears as to the aggregate importance of divi- 
dend reductions and omissions will prove exaggerated. 
Dividend payments during the month of May ran approxi- 
mately 25 per cent under those of the same month last 
year. These figures, of course, are in no sense an.accurate 
index of the business trend for the tendency of most cor- 
porations is to pay dividends as long as possible, even, in 
many instances, when this involves drawing upon surplus. 
Fortunately, the aggregate surplus position of American 
business is remarkably strong, due to the exceptional pros- 
perity of the five years preceding the stock crash. It prob- 
ably can be taken for granted that the downward revision 
of dividends is not yet complete but the extent to which 
it will go obviously will depend upon future business de- 
velopments. If revival begins with the coming autumn 
fears of a starvation diet for shareholders will quickly 
vanish. If, on the other hand, hope of genuine recovery 
must be postponed until the spring of 1932 or later, it 
is obvious that investors will face a considerable further 
shrinkage in the return from their securities. Despite the 
fat surpluses accumulated by our corporations in prosper- 
ous years, dividend liberality in hard times is justifiable 
only up to a certain point for the retention of a comfortable 
surplus is much easier than building a new one. In the long 
run it is far more important that corporate strength be con- 
served than that shareholders suffer a temporary shrinkage 
of income. 
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MIDVALE STEEL & ORDNANCE 


Conv. 5s, 1936 








A High Grade Medium Term 
Industrial Bond 


Secured by Mortgage on Important Property. Interest 
and Principal Guaranteed by Bethlehem Steel Corp. 


HE bond issues and particularly 
the secured underlying issues of 
the Bethlehem Steel Corporation 
are in a strong position therefore 
meriting the investor’s attention. Not 
only are the bonds the seasoned obliga- 
tions of one of the strongest corporate 
entities, Bethlehem Steel Corp. in- 
cidentally being the second largest steel 
enterpsise in the world, but the com- 
pany has followed the policy of steadily 
and rapidly retiring its bonded in- 
debtedness. In 1930, for instance, the 
funded debt was reduced by $66,811,- 
000 from $184,339,595 at the end of 
1929 to only $117,528,600 at the end 
of 1930. The remaining outstanding 
bonds naturally occupy. a much 
stronger position in consequence. 
Midvale Steel & Ordnance Co. Con- 
vertible 5s, due March 1, 1936, are one 
of the underlying issues of Bethlehem 
Steel Corp. and are secured by a mort- 
gage (although the fact is not indicated 
in the name) on valu- 


By Ronatp P. Hartwety 


tal stock of Cambria Steel Co. held 
by the Midvale Steel & Ordnance Co. 
In connection with the sale of the 
property and the assets of the Midvale 
and Cambria companies the pledged 
stock was released and by supplemental 
indentures dated March 30, 1923, all 
the real property of the Midvale Steel 
& Ordnance Co. (except the Nicetown 
plant which was not included in the 
sale to Bethlehem Steel Corp.) and all 
the real property of the Cambria Steel 
Co., together with the 999-year lease 
from Cambria Iron Co., were subjected 
to the lien of the trust indenture as a 
first mortgage to secure the bonds. 
As collateral security for the bonds 
there were pledged all the capital stock 
(except directors’ qualifying shares) of 
the subsidiaries of Midvale Steel & 
Ordnance Co., except three small com- 
panies that pertained to the Nicetown 
plant, and of Cambria Steel Co., and 
all of the capital stock (except directors’ 


qualifying shares) of the Bethlehem 
Steel Products Co. 

There were outstanding at the end of 
1930 a total of $33,589,500 of the 
Midvale issue out of a total authorized 
amount of $50,000,000. The amount 
retired through the operations of the 
sinking fund to December 31, 1930, 
was $14,298,500 and in the company’s 
treasury were $2,112,000 bonds. The 
sinking fund has been in operation since 


May 1, 1917, and provides for $500,000 
‘annually for the purchase or redemp- 


tion of the issue at not exceeding 105 
and interest. Bonds so acquired are 
cancelled and there is added to the 
sinking fund each year a sum equal to 
the interest which otherwise would be 
payable on the bonds so cancelled. Be- 
cause of this latter provision the sink- 
ing fund now amounts to approxi 
mately $1,150,000 annually and will 
increase every year to maturity of the 
bond in 1936. The retirement of such 

a large amount of the 





able property of the 


bonds annually is an 








important factor sup’ 
porting the market 
price of the issue. 
For all practical pur- 
pose the Midvale Steel 


Times 


Earned & Ordnance bonds may 
2.06 be considered together 
2.62 with the funded debt 
2.38 of Bethlehem Steel 
2.65 Corp. because the for- 
4.77 mer company is now 
4.32 an integral part of the 
2.08 latter. The bond issues 


of Bethlehem Steel 








a These bonds 

came the obligations ‘ 

of Bethlehem Stee! Earnings Record of Bethlehem Steel Corp. 
Corp. in 1923 when as Manufacturing Net after De- 

the result of the ac- Profits preciation and Fixed 
quisition of the Mid- and Other Income _ Depletion Charges 
_ nts He BA 2s $38,988,742 $26,983,758 $18,125,561 
em guarant the «Seen en hae? it 45,405,258 82,778,588 12,582,422 

payment of both the in- Oe 40,378,899 27,282,403 11,456,261 
Pow and the principal es: Awe 48,521,186 29,862,801 11,276,879 

ie issue by endorse- A Sy OES 67,469,245 58,460,160 11,217,180 

: MRS oo 45,283,664 $1,015,923 7,172,517 
Bont Army a, * Ist quarter, 1981 .. 7,551,977 8,784,896 1,842,454 
pledge of all the capi- 








Corp. have steadily im- 
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proved their position for two reasons, 
first, the company has greatly improved 
its own position during the past eight 
years through expansion by acquisi- 
tions and by enlarging and rehabilitat- 
ing its plants, and second, the bond 
issues have steadily been reduced dur- 
ing this period. The expansion in other 
words, was arranged through junior 
financing and plowing back of earn- 
ings, thus increasing the equity behind 
the bond issues. 

The extensive rebuilding program 
undertaken by the company in the 
1923 to 1930 period involving addi- 
tions and improvements to the proper- 
ties called for a total of about $226,- 
383,000 of which $47,000,000 was 
spent in 1930. Important economies 
have resulted from the improvements. 
In the four years, 1923 to 1927, for 
instance, the average cost of produc- 
ing steel products was reduced by $7.27 
per ton. 

Bethlehem Steel Corp. is fully in- 
tegrated from raw materials to practi- 
cally every important steel product. 
The location of the plants give special 
advantages to the company in the east- 
ern and the export markets. While 
Bethlehem has concentrated its activi- 
ties to the densely populated northeast- 
ern section of the country which 
affords a splendid market, a foothold 
was obtained during the last year or so 
on the Pacific coast through the acquisi- 
tion of two companies operating there. 
At the end of 1930 Bethlehem had a 
total rated capacity of 8,610,000 tons. 
In February, this year, the fabricating 
properties of McClintic-Marshall Corp. 
were acquired, and in April three more 
fabricating enterprises. 

Bethlehem now has 55 subsidiaries 
through which it controls eleven steel 
and manufacturing plants, five ship- 
building and ship repair plants, ap- 
proximately 15 fabricating plants, iron 
ore, coal and limestone fields, railroads, 
ocean and lake boat transportation, 
public utilities, real estate, water rights, 
and service stores. The company owns 
outright developed iron ore reserve esti- 
mated at 172,000,000 tons, developed 
coal properties estimated to contain 
701,788,000 tons and equipped to pro- 
duce 12,030,000 tons annually. Lime- 
stone tonnage is estimated at 133,912,- 
000 tons. 

_ While current conditions in the steel 
industry are very much depressed and 
earnings consequently are down sharp- 
ly from what may be considered a nor- 
mal level, the results for the first quar- 
ter of 1931, nevertheless, show bond 
interest of the company still earned by 
a handsome margin. Total income for 
the company during this quarter 
amounted to $7,551,977 which com- 
(Please turn to page 254) 
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Bond Buyers’ Guide 


NotE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 
intended as an indication of its relative investment merit. 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 


be directed to our Personal Service Department. 


Railroads 
Prior Interest 
Liens Times Call 
(Millions) Earned* Price 

Atchison, Top. & 8S. Fe 4s, 1955........ 273.3 3.77 110 
Southern Pacific Ist 4s, 1955............ 12.4 2.0X - 105 
Pennsylvania Gen. 4%s, ‘‘A,’’ 1965...... 184.0 1.9 (N) 
Illinois Central Ist 4s, 1951........... $e ees 1.5 (N) 
New York Central Deb. 6s, 1935........ 630.2 1,54 110 
Rock Island-Frisco Terminal Ist 4%s, 

SS err rer rere err rrr (d) x 102%4T 
Pennsylvania 5s, 1964 ......-esseceesees 1.81 102T 
Central Pacific Guar. 5s, 1960........ ae 1.91 105 (’35)T 
Great Northern Gen. A 7s, 1936..... (b) 139.8 1.98 sigan 
Chic, & W. Indiana Ist Ref. 54s, 1962.. 49.9 x 105 
Carolina, Clinchfield & Ohio Ist & Cons, 

op BEE. wi cavincececscervecessspece 14.2 x 10742T 
Nor’n Pacific Ref, & Impr. 6s, 2047.(a) 165.6 2.12 110 (36) 
Balt. & Ohio Ref. & Gen. 6s, 1995....(a) 85.3 1.64 107%A (’84) 
Southern Railway Dev. & Gen. 6s, 1956.. 1383.8 1.51 hanes 
N. ¥., Chic. & St. L. Ref. 54s, 1974.(a) 58.8 1,60 105 

Public Utilities 
Pacific Gas & Elec. Gen. Ref. 5s, 1942.. 29.0 2.67 106T 
Utah Power & Light Ist 5s, 1944...... Sivas 2.83¢ 105 
Consol. Gas of N. Y. Deb, 54s, 1945.(a) 191.1 5.51 106T 
Montana Power Deb. 5s, 1962........ (a) 33.3 3.14¢ 105T 
Indiana Natural Gas & Oil Ref. 5s, 19986 .... 2.87t owe 
Arkansas Power & Lt. Ist & Ref. 5s, 

ME rect conchae cide whinnvaecern (c) 2.0 2.26 105 
Hudson & Manh’n Ist Ref. 5s, 1957..(b) 5.9 1,53 105 
Columbia Gas & Elec. Deb. 5s, 1952..... See 3.27 105T 
Northern Ohio Tr. & Lt. Gen’l & Ref. 6s, 

oR Re reer rr icri (a) 8.4 2,20T 110 
United Lt. & Rys. Ist Cons. A 6s, | 

DE in ine nee ccbvsdecdecenedecade (b) 11.3 2.15 (N) 
New Orleans P. 8S. Ist & Ref. A 5s, 

PR rere ree rte rer Tree (a) 9.7 1.32+ 104 
Amer, W. Wks. & El. Deb, 6s, 1975.(a) 12.7 1,42 110 
Standard Gas & Elec, 6s, 1985.......... 452.2 1.42 103 
Standard Gas & Elec. 6s, 1966...... (b) 482.2 1,42 105T 

Industrials 
Midvale. Steel & Ord. Conv. Coll. 5s, 

Bcc hued aucaeadcedseuas (a) 4.34 105 
Allis Chalmers Deb. 5s, 1987........ (a) 5.39 1038T 
Gulf Oil Deb. 5s, 1947........-.....-. (ec) 2.99 104AT 
Sinclair Pipe Line 5s, 1942.......... (a) 6.83¢ 108 
Youngstown Sh. & Tube Ist 5s, 1978.(a) 2.98 105T 
National Dairy Prod. Deb. 5%s, '48.(a) .... 7.62 105T 
Purity Bakeries 5s, 1948 .............0. 0.6 7.74 108% 
International Match Deb. 5s, 1947....(a) .... 5.67 109H 
Chile Copper Deb. 5s, 1947.......... (a) 10.207 102T 

Short Terms 
Humble Oil & Ref. Deb. 5%s, '82...(b) .... 13.597 1024%,A 
Smith (A. 0.) Ist 8S. F. 6%s, 1983..(a) .... 22.76 101T 
Middle West Utilities 5s, 1933........... 881.6 1.39t 101% 


Convertible Bonds 


Am, Tel. & Tel. Conv. 4%s, ’89..... Com. @175.4 


Atch., Top. & 8. F. Deb. 4%s, ’48..Com 
N. Y., N. H. & Hart. 6s, '48....... 


-@166.6 
@100 


Com, 
Baltimore & Ohio Conv, 4%s, '60.... ——e 


Texas Corp. Ss, 1944 ........00.-.0. 
Inter’! Tel. & Tel. Deb. 4%s, ’39...Com 


Com.@ 


-@7 
-@63.9 


6.10 
3.77 


SERS 


1, 
1. 
3. 
2. 


105 
102 
105. 
102T 
102% 


Recent 
Price 


96 
95 
101 
95 
105 


97 
104 
100 
108 
103 


108 
110 
108 
100 

91 


102% 
102% 


97 


127 
112 
110 
87 
90 
84 
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All Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 


(b) $100. * On total funded debt. 

A—Callable as a whole only. 
by proprietary companies. 
(h) Convertible after February 1, 1991. 
earnings. 


(c) Listed on New York Curb. 


T—Callable at gradually lower prices. 
(d) Available over-the-counter. 


(N) Not callable until 1947. 


X—Guaranteed 
+ On basis of 1929 
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Lower Wages or Higher Rates 





The Railroads Must Have Relief Unless Business Shows 
Rapid Improvement—Can It Be Had in Higher Freight 
Rates or Must the Carriers Go to the Mat with the Unions? 


wages must come down.” That 


A wages rates must go up or 


has been the slogan of the rail- 
roads in recent weeks. 


“Can freight rates be advanced, or 


can wages be reduced?” That is the 
double-headed problem with which rail- 
way executives actually are confronted, 
no matter what they may want, or they 
or any one else may say. 

The movement that has been on for 
several weeks to get an advance in 
freight rates easily is regarded, by its 
supporters, as one of the most impor- 
tant steps now being taken to restore 
normal business conditions generally, as 
well as to bring railroad earnings back 
to a level. that automatically would 
cause railroad shares to sell again at 
prices which, in 
turn, would give 
the carriers the 
credit that all but 
a few of the 
strongest, Atchi- 
son, Union Pa- 
cific and Norfolk 
& Western, for 
instance, so sorely 
need. 

It is true, on 
the other hand, 
that in some cir- 
cles, notably in 
Washington, this 
movement has 
been received 
with considerable 
cynicism and 
characterized 
largely as a “ges- 
ture aimed to call 
attention to the 
serious economic 
conditions of the 
carriers, in the 
hope of obtaining 
other relief than 


Courtesy Reading Co. 
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By Prerce H. Futton 


an increase in rates.” What form this 
“other relief” probably would take is 
not disclosed by such commentators. 
Quite likely reference was made to 
regulation of the motor bus and truck, 
for which the railroads recently made 
formal application to the I. C. C. 

Will the movement meet with suc- 
cess? Will it increase railroad revenues 
to the extent predicted by its friends? 
Will it help materially to revive gen- 
eral business? These are some of the 
vital questions to which Wall Street 
and hundreds of thousands of railroad 
security holders want an answer. 

For any movement to be a success it 
must have strong support. Conse- 
quently it is important to know who is 
behind this particular undertaking. It 
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will be assumed by most observers at 
the outset that the railroads of the 
United States originated it and as a 
unit are for it. All of the executives 
are eager for decidedly better earnings, 
higher prices for their securities and 
better credit, but some of them do not 
believe that all three of these needs, 
and others, would be satisfied if higher 
rates were to be granted. 

In their judgment, the present is not 
an opportune time for such an under- 
taking. But those of this mind are in 
the minority. It should be stated be- 
fore going further that this idea of get: 
ting higher freight rates had its origin 
largely, not with railway executives, 
but with the heads of the principal 
insurance companies in the East. 
The president of 
one of the larg: 
est of then, 
which has ap 
proximately 
$700,000,000 par 
value invested in 
railroad _securi 
ties, gave a din- 
ner some time 
ago at which the 
principal guests 
were those who 
borrow money in 
millions at a time 
from his and 
other similar com- 
panies. 

He declared 
that the situation 
was critical and 
charged railway 
executives with 
not having done 
everything in 
their power to 
protect the hold 
ers of millions 
upon millions of 
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railroad bonds, not to mention stocks. 
That particular insurance president 
was strongly of the opinion that a con- 
certed movement should be made by 
the railroads to secure from the Inter- 
sate Commerce Commission a substan- 
tial increase in freight rates and that 
the movement should be begun at once 
and carried forward vigorously. What 
has happened since has been largely the 
result of what was said and done at 
that gathering. 

Railway employees, whether organ- 
ied or unorganized, and the 


about this matter—Congress and the 
I. C. C. 

Will President Hoover give the 
movement his support? He always has 
declared that the steam railroads of the 
United States are altogether essential 
to the further development of this 
country, and that they must be sup- 
ported. He has not made known his 
attitude toward this specific effort to 
carry out his ideas with respect to sta- 
bility for the railroads. His activities 
are likely to be in quiet ways rather 


“The railroads are now and for many 
years will continue to be the backbone 
of transportation in this country. Some 
mileage is doomed to abandonment, but 
by and large, the country needs the 
railroads and they must and will be 
supported.” 

Although in making these and other 
statements, Mr. Eastman declared that 
“I am speaking for myself alone and 
not for the Commission, of which I 
am a member,” it would seem reason- 
able to assume that the two statements 

from him represent pretty ac- 


























600,000 who have been laid curately the ideas of that body 
off in the last 18 months, na- as a whole. 
turally are in favor of higher How Rail Stocks Have Declined At this point some one will 
rates. They hope, and even ask: “With these hurdles to 
believe, that if the rates were High Low Points make, on what do railway ex- 
granted those who are still eaacees rad = ecutives and all others who 
working would continue to Atohison ............+++. 298% 188% 165% favor higher rates at this time, 
have positions and the larger Seats Crest Shee.-.... 209% ed 180% base their hope of success?” 
part of those who have been Baltimore & Ohio ....... 145% 43% 101% The principal reasons have 
vers at & laid off would be re-employed. Chicago & N. W. ....... 108% 25 83% been suggested already. They 
of the § Leaders of organized railroad Great Northern .......... 128% 43% 84% may be summarized in the sin- 
J as a & labor have declared themselves Til. Central ............. 153% 41% 111% gle specific assertion, “The 
cutives # in favor of higher rates be- Louisville & Nashville... 154% 65 89% urgency of the situation.” 
rings, — cause they are certain that, if N, ¥. Central ........... 256% 72 184% The hope of all such is sup- 
s and §§ granted, the railroads would Northern Pacific ......... 118% 32% 86% ported also by the old-fash- 
do not ff drop the idea of reducing Pennsylvania ............ 110 42% 67% ioned maxim, “What must be 
needs, J wages. When the railroads Rock Island ............. 148% 23% 120% done generally is done.” 
higher # actually file applications for Southern Pacific ........ 157% 67% 90% No one who knows what he 
higher rates organized labor Southern Railway ....... 162% 27% 135% is talking about will deny for 
“= will be strongly represented at Union Pacific ...... een 297% 187 160% a agai — the railroads 
under- §f the hearings. need much larger gross and 
are in So far a executives have net earnings, that their securi- 
ed be- Bf soft-pedalled a reduction in ties should sell at much higher 
of get- § wages in all public discussions of their than through a public declaration. prices if their credit is to be restored 
origin § dilemma and possible ways out of it. Politics, unfortunately, will play a to a sound basis, and if they are to 
utives, § If, however, the movement to increase big part in this movement. Already continue to give the public satisfactory 
— rates should fail many of them feel that age pe: and yn 8 lead- eo pay Png, — to 
ast. they would be strongly fortified in ers of the same general type have “got their stockholders, an able to raise 
nt of # maintaining that the Caty alternative on their hind legs” in opposition. More new capital without submitting to 
hee was a reduction in wages. are a to a. Political — ruinous discounts. 
em, ence in favor of higher rates might 
aber i Bankers in Favor help materially. What the Figures Show 
tely And then, last but by no means 
0 ‘ Bankers, associations for the protec- _ least of all, there is the Interstate Com- A few figures in substantiation of 
€¢ 10 F tion of security-holders and investment merce Commission. Dispatches from these contentions—quite enough to 
ie trusts have declared themselves in favor Washington as to its attitude have been show clearly the urgency of the situa- 
| Cin’ | of increased rates at this time. Their Somewhat conflicting. Of course the tion, without causing undue alarm to 
| er reasons have been outlined already—a Commission will not publicly declare the owners of railroad securities. 
h the Ff better market for railroad stocks and itself in advance of an application for In 1930 there was a drop from 1929, 
gre bonds, particularly the former, and higher rates being made and the usual the banner year for the railroads, in 
— higher credit for the carriers. Only hearings being held. A man who has gross earnings from $6,352,354,834 to 
€y 1 J] recently the National Association of talked intimately with several of the  $5,342,967,047, or  $1,009,387,787. 
ime Et Mutual Savings Banks, in annual con- members believes that the Commission The decrease in net railway operating 
and Ft vention in Washington, D. C., adopted is apprehensive over the position of the income during the same period was 
ae a blanket resolution favoring “all en- railroads and wants to help and will from $1,274,774,188 to $885,011,224, 
asi deavors which may be made by rail- help if specific requests are made. or $389,762,964. 
oll toad companies to restore their earn- Joseph B. Eastman, one of the clear- To show what happened during the 
and [8s to a normal basis.” It was ex- est headed and most independent mem- first three months of this year com- 
eee plained in “‘all endeavors” was included bers of that body, said recently, “if pared with the corresponding period of 
ie an effort to secure higher freight rates. and when the Commission is called 1930 it is only necessary to state that 
oil aga mes Vs considering _ groups a a to nage such . — thigh gross Priga a — = a — 
; may be tor or against those rates er freight rates} it will, 1 am sure, do were 91,0/6,00U, and for the latter, 
, a at this time we i ready to go its hay to pass upon it in accordance $1,331,982,486, a loss of $253,301,203. 
hold- to Washington—the seat of the most with the evidence and the law.” Net railway operating income was 
Hiosil Important and all-powerful bodies that He also said—and it is far more im- down from $176,253,624 in 1930 to 
“— will have anything to say officially portant than the preceding statement— (Please turn to page 256) 


EET 


for JUNE 13, 1931 


227 




















LOUISVILLE GAS & ELECTRIC CO. 








Exceptionally Steady Earnings 


Position 


Attractive Yield on Class A Stock Protected by Large 
Margin of Earnings. Interesting Possibilities Ahead 


By Francis C. FuLLerTon 





increased from 234,891 





lic utility equities 

are offered two 
types of companies in 
which to place their 
funds. The one type 
represents the equity of 
the large holding com- 
pany whose operating 
subsidiaries furnish 
services to a large num- 
ber of communities over 
a wide geographical ter- 
ritory and hence pos- 
sesses a considerable de- 
gree of diversification. 
The second type, in 
contrast to the first, 
represents the equity 
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Net after Oper. Exp., 


Operating Ratio 
Depreciation and Depletion 
Other Income 


Earned per Share Class A 
Maximum Distributable on Cl. A.... 
Dividend on Class A stock 
Electric Output M kw, hrs 

Gas output M cu. ft 

Electric customers 


Three Years with Louisville Gas & Electric Co. 


1929 
$10,338,098 


1928 
$9,685,999 
Maint. and 


48.5% 
915,000 
541,459 

2,154,533 
$3.59 
$2.39 

1,75 . 
328,599 

6,519,475 

95,584 

78,487 


$10,566,387 


in 1920 to 307,745 in 
1930. The total popu- 
lation served by the 
company is in excess of 
400,000. 

The tangible effects 
of the industrial di- 
versification of the ter- 
ritory is seen in last 
year’s operating results. 
Due to the business de- 
pression, the sales of 
power to industrial es: 
tablishments were re- 
duced but to offset this 
a considerable amount 
of new power business 
was obtained. The to 
bacco manufacturing 


1930 


5,412,994 
48.7% 
817,500 
308,964 
2,123,924 
$3.54 
$2.36 
1.75 
348,598 
6,400,377 
88,959 
72,726 














generally of an operat- 





ing company which 

limits its activities to 

one city or to a limited geographical 
area. Louisville Gas & Electric Co. 
represents a company of the latter 
type, serving electricity and gas to the 
city of Louisville, Kentucky, and the 
neighboring communities. 

While it is true that the extensive 
geographical diversification of the large 
super-holding companies is lacking, still 
a local utility company may possess a 
large measure of diversification because 
of the varied industrial and commercial 
activities in the local territory it serves. 
The city of Louisville has this type of 
diversification to a considerable degree 
which constitutes a factor of strength 
to the company. 

As an industria! center Louisville is 
ideal from several standpoints. It is 
strategically located ake respect to 
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markets, and the ready availability of a 
large amount of cheap electricity, nat- 
ural gas and other fuel supplies are de- 
cided advantages for many types of in- 
dustrial enterprises. The city is aware 
of its natural advantages and for a 
number of years has conducted an ag- 
gressive. campaign to attract industry 
to itself. Even during a year of busi- 
ness depression such as 1930 indus- 
trial expansion continued, with 15 new 
manufacturing plants locating there 
and 53 existing plants making additions 
to buildings and equipment. In 1929 
when conditions were much more fa- 
vorable, 35 new manufacturing plants 
located in Louisville and 77 local in- 
dustries increased their facilities. Louis- 
ville’s growth is perhaps best reflected 
in the growth of its population which 


industry, one of the 
most important indus: 
tries in Louisville; extended its use of 
electricity considerably during the year 
in cigarette, cigar and plug tobacco 
plants. Electric energy output increase 
6.08% over 1929 to a total of 348, 
598,452 kilowatt hours. Industrial gas 
sales, which usually follow the trend of 
electric power sales, were made up al’ 
most entirely of sales to relatively small 
consumers. Total gas output was 6, 
400,377,000 cubic feet in 1930, a de 
crease of 1.82% from the year before. 

The number of electric customers 
served by the company at the end of 
1930 were 88,959 and the gas custom: 
ers numbered 72,726. This represents 
a drop from the preceding year of 
6,625 and 5,761 respectively, and while 
no official explanation has been offered, 
it is probably the result of a temporary 


THE MAGAZINE OF WALL STREET 





134,891 
745 in 
| popu- 
sy the 
cess of 


effects 
ial di- 
he ter- 
in last 
results. 
ess de- 
les of 
rial es 
re fe 
et this 
mount 
usiness 
‘he to- 
turing 
f the 
indus’ 
use of 
e year 
obacco 
reased 

348, 
al gas 
ond of 
up al 
- small 
as 6, 
a de 
efore. 
omers 
nd of 
stom: 
esents 
ar of 
while 
fered, 


orary 


EET 


reports so far this year 





dhift in the working 





pulation and ofdou- 
bling up” of families 
due to the increasing 
exigencies arising from 
industrial depression 
which was at its worst 
toward the close of the 
year. The rural sales 
department exerte d 
greater efforts during 
the year and added 757 
new customers, which 
compares with 595 new 
customers in 1929. 
Forty-five miles of new 
rural lines were built to 
serve farm customers. 

Residential consum- 
ers continued to benefit 
from steadily lower av- 





1926 


LouIsvILLE GAS and ELECTRIC 


EARNINGS DISTRIBUTABLE on CLASS A STOCK 


EARNED 
PER SHARE 


92h 1928 1929 1930 


indicate a continuance 
of this trend. For the 
year 1930 gross earn- 
ings amounted to $10,- 
566,387,a gain of 2.2% 
over the year 1929, and 
for the 12 months end- 
ed February, 28, 1931, 
gross continued rising 
to $10,607,993. The 
net operating income, 
i. e., the amount re- 
maining after operat- 
ing expenses, mainte- 
nance and taxes, was 
$5,412,994 in 1930. 
The operating ratio in- 
dicated by these figures, 
that is to say the ratio 
between the aggregate 
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of the operating ex- 





erage rates. During 
1930 the average rate 
was 5.06% below the 1929 rate, which 
in turn was 7.24% below that of 1928. 
More residential customers took advan- 
tage of the company’s special “excess 
three-cent rate” which is of a nature to 
induce greater usefulness of electricity 
for lighting and the operation of labor- 
saving: devices. As of December 31, 
1930, there were in effect 29,451 three- 
cent rate contracts, an increase of 8,527 
over the preceding year. The company 


‘co-operates actively with local dealers, 


hardware stores and department stores 
in promoting the sale of electric and 
gas appliances. With the greater use 
of these appliances the use of the com- 
pany’s services naturally increases. In 
1930 the average annual sales of elec- 
tric energy per residential customer in- 
creased 35 kilowatt hours, a gain of 
7.35%. 

The electric generating capacity of 
the company is approximately evenly 
divided between hydro-electric and 
steam. The hydro-electric 
project at Ohio Falls, with 
capacity of 80,320 kilo- 
watts was completed and 
placed in service in 1928. 
This station is intercon- 
nected by means of high 
voltage transmission line 
with the Waterside steam 
electric station, and the 
combination of the two 
permits the most econom- 
ical use of the joint facili- 
ties. The total capacity of 
the generating facilities 
supplying the company is 
about 173,840 kilowatts, 
in addition to which in- 
ferconnection contracts 
with non-affiliated com- 
panies provide additional 
feserves of power. Last 
year, a 132-000-volt trans- 
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mission line 82 miles in length was com- 
pleted connecting the system with that 
of the Cincinnati Gas & Electric Co. at 
Cincinnati, Ohio. The interchange of 


off peak and surplus power possible 


through this arrangement increases the 
effective capacity of both systems and 
permits the postponement of large capi- 
tal expenditures by both companies. 

The gas business of the company is 
largely natural gas from the West Vir- 
ginia, Kentucky and Indiana gas fields, 
supplemented by the output of the arti- 
ficial gas manufacturing plants owned 
by the company. The natural gas serv- 
ice is gradually being expanded into 
the nearby communities and should add 
to the company’s income. 


Earnings Trend Steadily Upward 
The earnings of the company have 


shown a remarkably steady upward 
trend over a long period of years, and 


—_— 


Generators in Hydro-Electric Station at Ohio Falls 


dDenses, maintenance 
and taxes to the gross revenues, is 
48.7% and has remained about the 
same for the last six years, although 
gross revenues have gained more than 
25% during this period. In 1925, for 
instance, when the gross was $7,903,- 
899 the indicated operating ratio was 
48.3%. 

The amount charged to depreciation 
and depletion during 1930 was $817,- 
500 and when considered together with 
the amount charged to maintenance, 
the aggregate of $1,371,059 is approxi- 
mately 13% of the gross revenues. 
Considering the large investment in 
hydro-electric properties, this ratio is 
fairly conservative and compares with 
14.2% charged to maintenance and de- 
preciation the year before. 

After crediting other income of 
$303,964 and deducting interest and 
preferred dividends there remained for 
the 600,374 no par shares of Class A 
common and the 300,949 shares of no 

par shares of the Class B 
common a balance of $2,- 
123,924, which compares 
with $2,154,533 in 1929 
and $1,817,392 in 1928. 
Because of the two classes 
of common stock and the 
provisions with respect to 
division of earnings, the 
net per share on the Class 
A stock should be com- 
puted in two ways. The 
Class A stock has prefer- 
ence to dividends of $1.50 
a share before the Class 
B stock is entitled to the 
same amount per share, 
cy after which the two classes 
el bitten ia) Participate equally and 
22 ee ee ratably share for share in 
any further distributions. 
Computing first the 
(Please turn to page 254) 
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Steady Profits from An Old Habit 


Remarkable Earnings and Dividend Records of Leading 
Snuff Manufacturers Lend Investment Merit to Their Shares 


By Henry RicHmonp, Jr. 





HE United States is 
- 4 not for the most 

part snuff conscious. 
In fact, there is no reason 
why it should be in view 
of the marked lack of 
propaganda either in the 
pages of our nationally 
circulated magazines or on 
the billboards of the 
country. Diligent search 
fails to reveal any adver- 
tising to the effect that 
there is “not a sneeze in a 
truckload” nor is any such 
sound medical advice as 
“guard the delicate mem- 


MILLIONS OF POUNDS 





of Snuff 


_— —+-—~+ 


17 23 24 «(25 2% 


M EXCLUDING CIGARS, CIGARETTES AND SNUFF 
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chewing tobacco and is 
particularly favored by 
factory workers where 
smoking is forbidden. In 
certain cotton mill towns 
in England tremendous 
quantities are consumed 
while even in New York 
City the demand is by no 
means small. In our own 
South the old custom of 
“dipping” snuff is. still 
widely practiced. For this 
method, the user arms 
himself with a small flex- 
ible wooden paddle. He 
licks it, inserts it into a 
box of snuff and then 








branes of your nose” 
broadcast everywhere. 
There still exists, however, a wide de- 
mand for snuff, which, if it has failed 
to rival the spectacular gains of the 
cigarette, has trended upwards never- 
theless over a great many years. The 
consumption of snyff, based on internal 
revenue figures, increased from 13,- 
805,000 pounds in 1900 to 30,600,000 
in 1914 and then to 40,113,000 for 
1930—a gain in itself sufficient to as- 
sure a reasonable degree of prosperity 
for those engaged in the industry. 

The history of snuff is interesting if 
only to provide yet another example 
of the peculiar whims of the human 
race. Why should the smoking of to- 
bacco be more common now than sniff- 
ing snuff, when years ago the reverse 
was true? The question is unanswer- 
able. Snuff has been known to us at 
least as long as has the smoking habit 
and there is every reason to suppose 
that the Indian tribes which were first 
noticed using tobacco either sniffing it 
up through long wooden tubes or burn- 
ing it in pipes had been practising their 
respective methods for centuries previ- 
ous to the discovery by Columbus and 
his fellow voyagers. 

In Europe, tobacco was first valued 
for its supposed medicinal properties 
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and was particularly well thought of 
when the trouble was with the head. 


From a cure to a preventative is often’ 


only a short step and the time soon 
came when everyone who could afford 
to do so used it as a general safeguard 
against ill-health. The fashion for 
snuff was first set by the dandies of the 
French Court around 1660 and from 
here it was carried to England where, 
in Queen Anne's reign, it became the 
rage. In London alone there existed 
over 7,000 shops where this particular 
form of powdered tobacco could be 
bought. The old snuff-boxes in which 
it was carried around by the user cor- 
respond to the modern cigarette case. 
They were delicious things, jewelled, of 
amber, porcelain, ebony, agate or pre- 
cious metal and could be trusted to 
lend themselves to the graceful gestures 
of lace-ruffle encircled hands. As the 
fashion for ruffles and silken knee 
breeches waned, however, so did the 
snifing of snuff decrease in popularity 
and this habit is now little more than 
the strange peculiarity of a by-gone 
century. 

Although snifing may have died, 
snuff is still a live issue. It is now for 
the most part used as a substitute for 


works it around his gums. 
As the box of snuff may be passed 
around a whole circle of friends what a 
glorious advertising opportunity it 
would afford the sponsors of the Cremo 
cigar for a super anti-spit campaign! 


Simple Manufacture 


The actual manufacture of snuff 
consists solely in putting tobacco leaves 
through an extra fermentation or arti- 
ficial curing process and, although the 
details are the closely guarded secrets 
of individual companies, the essentials 
are the same everywhere. The raw 
material must be good quality tobacco 
which has been stored perhaps for a 
year or two. It need not, however, 
be a fancy grade for there is no reason 
for demanding perfect leaves. The fer- 
mentation process expels the acids and 
bitterness present in all tobacco and 
also part of the nicotine content, for 
snuff contains only about half the 
nicotine existent in the tobacco from 
which it was made. With the comple 
tion of the fermentation process the 
snuff—it is now snuff even though it is 
still in the form of leaves—is passed 
through a dryer, ground as fine as 
flour, sieved, perhaps flavored and then 
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stored for some months tightly packed 
in bags or other suitable containers. In 
the process of making “wet” snuff, the 
tobacco leaves are ground and part of 
the fermentation takes place after this 
has been done. It is then handled in 
the same manner as “dry” snuff. When 
snuff is flavored or scented, this is al- 
ways a very important and often very 
expensive part of the whole business. 
Pure unadulterated attar of roses was 
once very popular. Essence of lemon 
or other essential oil is now in common 
use while the tonquin bean is also 
highly regarded. 

Although even at the present time 
there are perhaps hundreds of different 
snuffs, it suffices to name but a few of 
the most important varieties. Among 
these may be included Maccaboy, a 
semi-wet, highly flavored product which 
is going out of fashion; Rappee, snuff 
made in France or after the French 
formula; Swedish, a very coarse, 
highly-flavored wet snuff very popular 
with the Scandinavian races which 
are much addicted to the habit and 
whose countries probably have the 
greatest per capita consumption of 
snuff in the world; and finally Scotch 
snuf. This in turn should be con- 
sidered in several sub-divisions which 
include Plain, a 
very strong, un- 


George W. Helme Co., being obliged 
to share the remainder. With the 
passing of years, however, this situa- 
tion has changed and, although there 
is no tremendous difference in the size 
and importance of the three companies, 
it is generally believed that United 
States Tobacco Co. now leads the field, 
followed by Helme and with the erst- 
while leader, American Snuff, bringing 
up the rear. 

Before discussing the individual com- 
panies it might be well to point out that 
the big cigarette companies, notorious 
for the manner in which they withhold 
nearly every worthwhile detail of their 
business, are positively garrulous com- 
pared with the snuff companies. Here, 
it is characteristic for the annual re- 
port—which by the way is the only 
one published during the year—to give 
the net earnings of the company after 
all taxes including income tax, charges 
and expenses of management. Noth- 
ing is said about dollar sales, nothing 
about volume, about the amount spent 
in advertising if any, the cost of raw 
materials nor the prospects enjoyed by 
the company for the ensuing year. In 
fact, except where the name of the 
company gives a clue to its activities 
for all the information contained in 


at cost with no annotation as to their 
market value. It is only because all 
three companies have been in business a 
number of years, and in essentially the 
same form, that any worthwhile com- 
parisons at all can be made. 

The United States Tobacco Co. is 
the largest of the three concerns and 
is the only one having any diversifica- 
tion of output. In addition to the 
manufacture of snuff the company is 
engaged in the production of smoking, 
chewing and plug tobacco and also 
cigarettes. Snuff, however, is the prin- 
cipal interest and of the many varieties 
of this product very strong Scotch snuff 
is the specialty. It is generally sup- 
posed that by pushing the sale of 
Scotch snuff, the U. §. Tobacco Co. 
has quite severely cut into the business 
of the American Snuff Co. which also 
specializes in this particular brand. 
George W. Helme Co. is thought to be 
more interested in other varieties. 


Simple Capital Structure 


The capitalizations of the three snuff 
companies are all very similar, consist- 
ing in all cases of preferred and com- 
mon stock only. None have any 
funded debt. In the case of United 
States Tobacco 
Co. there are 














flavored product; 
Sweet, a dry 
sweet snuff; Salt, 
a dry salted snuff; é; Pnesent 
and Hightoast, a 
snuff which has 
received an extra 
toasting process 
giving it a char- 
acteristic flavor. 
This is now con- 
sidered old-fash- 
toned, 

The business of 
manufact uring 
snuff in the 
United States is 
almost entirely in 
the hands of 
three companies, 
all of which be- 
came independent 
rama age "920190 

issolution of the 
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MILLIONS 





Net INCOME OF SNUFF COMPANIES COMPARED 


Dividend Records 


$3 U.S.TOBACCO CO. (9 YAS. WITHOUT INTERRUPTION 
$5 OW.HELME IQ YRS ° 
$4.40 AMER.SNUFF CO. 28 YAS. 


ican Suuff Co. 


outstanding 55,- 
200 shares of 7% 
preferred stock 
of $100 par val- 
ue, followed by 
457,850 shares of 
no par common; 
George W. 
Helme Co. has 
outstanding 40,- 
000 shares of 7% 
preferred stock of 
$100 par value, 
senior to 240,000 
shares of common 
with a par value 
of $25; while the 
capitalization of 
American Snuff 
Co. consists of 
39,528 shares of 
| 6% preferred of 

$100 par value, 
a which is followed 




















American Tobac- 
co Co. in 1911. 
At the time of the forced severance 
they controlled between them 92% of 
the country’s snuff output and there is 
no reason to suppose that their propor- 
tion of the total business done today 
has declined. At the time of the dis- 
solution American Snuff Co. was 
allotted some 35% of the country’s 
snuff business, Weyman-Bruton Co., 
now United States Tobacco Co., and 
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the annual report it might well be en- 
gaged in the manufacture of paper 
dolls or battleships. The balance sheets 
for the most part are likewise un- 
productive of much real information 
and after an examination of the income 
account it should occasion little surprise 
to find real estate and machinery 
lumped with trade-marks and good- 
will, or that various assets are carried 


by 440,000 shares 
of common stock 
likewise of $25 par value. 

The earnings of the three companies, 
especially those of the two largest have 
been consistently good. United States 
Tobacco Co. for the depression year 
1930 reported its sixteenth consecutive 
increase in earnings. Net income after 
all charges amounted to $2,950,818, 
which after dividends on the preferred 

(Please turn to page 254) 
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Market Indicators 














What of the Railroad Security 
Holder? 


The terrible conditions affecting the 
country’s railroads have not only re- 
sulted in drastic price declines for their 
common stocks, but many railroad pre- 
ferreds are selling at levels which 
would appear to foreshadow a near 
and sharp revision in their dividend 
disbursements. There is Chicago, Rock 
Island & Pacific 6% preferred selling at 
$50 a share to yield 12%, while the 
7% preferred can be obtained to yield 
nearly 14%. There is Missouri, Kan- 
kas & Texas 7% preferred selling 
around $43 to yield more than 16%; 
Missouri Pacific 5% preferred at $51 
affords a yield of nearly 10%, giving 
no consideration to the substantial back 
dividends which are due on this issue; 
while St. Louis‘San Francisco 6% pre- 
ferred can be bought for about $15 a 
share to yield 40% and on which the 
dividend until the end of the year has 
already been declared. Many railroad 
bonds, not in an impregnable position, 
have been similarly affected and the 
many plans now being discussed for 
increasing railroad revenues should not 
be abandoned solely on the grounds of 
being disadvantageous to shippers. It 
is essential, unless the credit of the car- 
riers is to be permanently impaired, 
that due consideration be given to the 
holders of their securities. 


* * * 


Electric Rates and Cost of Service 


The Public Service Commission has 
ordered revised rates for electric cur- 
rent which will affect thousands of 


users in New York City. The new 
ruling is a sincere attempt to charge 
the consumer an amount more in pro- 
portion to the cost of the service he 
enjoys. There is afte: all no sound 
economic reason why a consumer of 
electric current should pay less than 
the cost of the privilege and yet such 
a condition is widespread. The new 
- rates call for a minimum payment of 
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For Profit 


$1 a month for all householders and 
this entitles them to 10 kilowatt-hours 
of current, after which they will pay’ 6 
cents for each of the next 5 kilowatt: 
hours and 5 cents for each additional 
kilowatt-hour. About 50% of the 
customers will be favorably affected 
while the other 50% will find their 
monthly bills larger, the dividing line 
being a present payment of $1.96. A 
few small commercial users will also 
pay more while large commercial users 
will pay less. The net effect upon the 
companies concerned—New York and 
Brooklyn Edison companies, United 
Electric Light & Power Co. and the 
New York & Queens Electric Light & 
Power Co., all of which are controlled 
either directly or indirectly by the Con- 
solidated Gas Co. of New York—is 
estimated to be a decrease in annual 
revenues of about $5,500,000 although 
it is thought that much of this may be 
offset by reason of the fact that the 
new rates are. expected to stimulate 
consumption. Certainly this has been 
borne out by past general experience. 
The ruling has been accepted by the 
companies and it is planned to make 
the new rates effective next month. 


* * * 


Quick Assets 


Pessimism and distrust of the future 
would seem to have gone to remarkable 
extremes when it is possible for a stock 
to sell in the market for less than its 
net quick assets per share. Yet this 
is the current position of not a few 
stocks. In some instances market quo- 
tations allow nothing whatever either 
for fixed assets or management. Sev- 
eral issues are selling actually below 
their per share equity in corporate 
holdings of cash and Government se- 
curities, which would seem to be like 
quoting a dollar at 80 cents. The bal- 
ance sheet of Lima Locomotive, for 
example, as of December 31, 1930, 
showed cash and Government securi- 
ties amounting to about $32 per com- 


mon share although the stock recently 
has been selling at $22 per share. 
Worthington Pump, which sold re- 
cently around $38, began this year 
with holdings of cash, or its equivalent, 
exceeding $50 per share. Some of the 
motor stocks are quoted at only slightly 
more than the cash behind them. In 
the case of Lima and Worthington, it 
would be possible to give away or 
abandon all plants and equipment and 
to distribute to stockholders more cash 
than they can now get by selling their 
stock in the market. Perhaps it is the 
market's view that such companies will 
stay in business and lose their cash, 
which is certainly possible, so, in this 
situation we merely have another strik- 
ing proof that it is current and pros- 
pective earning power that dominates 
stock prices, rather than asset value, 
be whatever it may. 


* * ** 


When It’s Smart to Retire Bonds 


It is, of course, obviously advan- 
tageous for a company to retire fixed 
interest bearing obligations just prior 
to an era of easy money, but the prob- 
lem is often much deeper than it ap- 
pears. Manv companies simply wait 
until money becomes easier and then 
refund the: debt at lower interest if 
their credit has not been impaired by 
the conditions which make for the 
easier money. Others, however, do 
better than this and the astuteness dis- 
played by United States Steel Corp. in 
retiring some $270,000,000 in bonds 


early in 1929 is a worthy example, 


especially as some $60,000,000 of these 
were non-callable. First of all there 
was the problem of raising the neces- 
sary money. Business was good and 
interest rates high so what more logical 
than an issue of “rights” to common 
stockholders? This was done and 
brought in about $140,000,000, the 
balance about $160,000,000—a premi- 
um of some $30,000,000 was paid— 
was supplied from the company’s 
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funds. By making an offer to holders 
of the non-callable bonds, during a 
time of high money, the U. S. Steel 
was enabled to persuade them to turn 
in their bonds on the same basis as 
obtained for the callable series. If the 
company had waited until the present, 
a time when money is a glut on the 
market, the operation could probably 
never have been carried out, as the 
holders of the non-callable bonds would 
have been loath to part with them, even 
if the company had been able to raise 
the necessary money by an offering of 
stock, which is doubtful. In fact, if 
the U. S. Steel had waited until now 
the best that it could hope to effect 
would be a refunding operation and 
perhaps even this would not have gone 
very well on account of the severe de- 
pression existing in the particular in- 
dustry. The actual savings achieved 
are substantial. Annual interest 
charges have decreased by some $13,- 
500,000 which is offset only by the 
present rental value of $160,000,000. 
This, if invested in the call money mar- 
ket, gilt-edged government and munici- 
pal bonds would certainly bring no 
more than $3,500,000 in annual inter- 
est at this time, so that the company 
is saving a net amount of about $10,- 
000,000 yearly, or $2,500,000 quar- 
terly. Net for the common stock for 
the first quarter of the present year 
totaled less than half a million dollars 
which would indicate that, but for the 
retirement of its bonds, even the pre- 
ferred dividend would not have been 
earned. 


* * * 


One Way to Tackle a Surplus 


What would happen if our own 
Federal Farm Board decided that the 
immense stocks of wheat which it has 
accumulated with the taxpayers’ money 
should be destroyed, particularly at a 
time when there are undoubtedly mil- 
lions throughout the world who are 
barely getting enough to eat? And yet, 
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Brazil is to throw 40,000 sacks of cof- 
fee into the sea shortly. Coffee which 
cost money and labor to produce and 
for which there is undoubtedly a de- 
mand—ineffective perhaps but a de- 
mand for all that. 

If the system of assuring prosperity 
by “stabilization” were carried to its 
logical conclusion, the results would be 
extremely interesting. The country 
might give Ford a bounty, either direct 
or indirect, of between $400 and $500 
for each car he produced. The money 
would go in labor and materials for the 
most part to the great benefit of every- 
one and then when 25,000,000 or so 
cars had been manufactured they could 
all be driven to specially prepared 
grounds. and junked. * The coal indus- 
try could be handled in a similar way 
and the resultant surplus used up in a 
glorious bonfire to perpetuate the mem- 
ory of the inventor of the idea—and so 
on ad infinitum. 


* * &* 


When a Rail Strikes Oil 


The new East Texas oil field may be 
a nuisance to the industry but appears 
to be a tidy bonanza for the Inter- 
national-Great Northern Railroad, a 
line not nearly as pretentious as its name 
would imply and which until recently 
did little to warm the corporate heart 
of its parent, the Missouri Pacific Sys- 
tem. In this oil region are 50,000 per- 
sons who were elsewhere prior to last 
January 1. In addition to a vast in- 
crease in general freight and passenger 
traffic already mentioned in these col- 
umns, I. G. N. has now leased seven 
miles of its right-of-way on a royalty 
basis to a drilling corporation and the 
first well, estimated to produce 12,000 
barrels a day, has been brought in. Oil 
is cheap, however, and the life of an 
oil field uncertain. The rub is that 
$1,250,000 has been spent on new 
facilities. That’s the profit on plenty 
of freight and there are many instances 
in recent history where a company has 














increased its capacity to handle boom 
business only to have the thing burst 
just as the improvements were com- 
pleted. 


* * * 


A Stitch Not In Time 


The action of leading motion picture 
companies in announcing drastic wage 
reductions appear to come too late to 
halt the severe decline in their respec- 
tive securities. It has long been the 
opinion of Wall Street that this indus- 
try is overloaded with extravagance 
and badly in need of the pruning knife. 
Yet it remains to be seen how wage 
cuts will work out, for no industry is 
more deeply committed to employment 
contracts with its executives, its stars, 
its directors, its writers, with almost 
everyone, in fact, but the office boy. 
It would be illuminating to know what 
proportion of its total payroll is im-- 
mune to reduction until contracts ex- 
pire. 

a oe 


A New Use for the Talkies 


The State Bar Association of Illinois 
at a recent meeting heard a proposal 
that sound films be made of appealable 
criminal cases, so that the Supreme 
Court in rendering a decision would 
lose nothing of the appearance of wit- 
nesses, significant silences and voice in- 
tonations, impossible to obtain from the 
bare printed page and which might be 
of material importance in the final out- 
come. One can easily imagine how 
difficult it would be for anyone, when ° 
confronted with his own voice, to deny 
that he had said this, that or the other 
thing, or that, even if he did say it, his 
meaning had been distorted. In fact, 
the idea undoubtedly possesses much 
merit and its widespread employ- 
ment would certainly widen the field 
for the manufacturers of sound appara- 
tus and film, to say nothing of speeding 
the processes of the law. 
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Stocks Worth Watching as Future 
Profit Opportunities 


While the present position of the market does not warrant extensive new commitments, the present is 
nevertheless the time to prepare for a definite uptrend which should materialize before very long. Now is a 
time to select issues which will register improvement when general conditions improve. Now they may be 
leisurely chosen and studied to discover their adaptability to individual requirements. The following sugges- 


tions will be followed by others in subsequent issues. 


Our market articles which appear in each issue will 


advise precisely when, in our opinion, the time has come to buy. 


Bendix Aviation Corp. 


HE name, Bendix Aviation, is somewhat misleading. 
T It is not an aviation company but essentially an 

accessory and parts manufacturer. Of the myriad 
gadgets which contribute to the comfort and safety of flying 
and motoring, Bendix Aviation Corp. is probably re- 
sponsible for a greater variety than any other manufac- 
turer. Operating 
through subsidia- 
ries the company 
makes the world- 
famous Bendix 
drive for starting 
internal combus- 
tion engines 
which is standard 
equipmenton 
about 90% of all 
the cars manufac- 
tured in the 
United States including Fords. It makes Bendix brakes 
for automobiles and airplanes which utilize the forward 
momentum for additional braking power. Bendix, through 
the Stromberg Carburetor Co. of America, is responsible 
for the carburetors of this name, widely used by aircraft 
and automobiles, while through the Scintilla Magneto Co. 
and Delco Aviation Corp. all kinds of ignition systems are 
manufactured. In addition, a great variety of aviation and 
marine navigation instruments are produced, as well as 
a number of other automobile and aircraft assessories, cer- 
tain textile machines and a number of other devices. The 
company owns a formidable array of patents, rights and 
contracts—in fact nearly $37,000,000 worth according to 
the latest balance sheet—protecting this widely diversified 
production. 

The present capitalization of Bendix Aviation Corp. con- 
sists of 2,097,663 shares of no-par common stock. There 
is neither preferred stock nor funded debt. For the year 
ended December 31, 1930, the company réported earnings 
equivalent to 53 cents per share of common stock against 
$3.53 a share in 1929. Although the report for the first 
quarter of the present year is not yet available, it has been 
officially stated by the president, Vincent Bendix, that earn- 
ings for this period would be well over $1,000,000 in excess 
of those of the last quarter of 1930 when a net loss of 
$534,323 was reported. The present dividend rate is $1 
a share annually which gives a yield of over 6% at the 
current price of about $16 a share. 
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The common stock of Bendix Aviation Corp. cannot be 
considered as other than an out-and-out speculation at the 
present time. The automobile industry in which the com- 
pany does the greater part of its business has, of course, 
been severely hit by the present depression: The Spring 
upturn which probably exceeded the expectations of the 
more conservative trade element is now passing and activity 
during the balance of the year is a matter for conjecture. 
Turning to the airplane which, while it undoubtedly faces 
a great future, is still far from being thoroughly commer- 
cialized and the outlook for any company in a compara- 
tively new industry is naturally somewhat uncertain. If 
these objections are recognized, however, one cannot deny 
that Bendix possesses certain definite attractions, being well 
entrenched in a highly specialized field. The market for 
its products seems destined for considerable expansion as 
general conditions improve and the stock is well worth 
watching for subsequent accumulation when the trend of 
the market points upward. 


Penick & Ford, Ltd. 


NGAGED in the manufacture and sale of all kinds 
E; of corn products, including corn sugar, corn syrups 
and corn oil, in addition to molasses and other sugar 
cane derivatives, Penick & Ford, Ltd.,° may be aptly 
described as a small edition of Corn Products Refining Co. 
Penick & Ford not only markets its production in bulk but 
also in trade- 
marked package 
form under such 
well-known labels 
as “Brer Rabbit,” 
“Penick” and 
“Vermont Maid.” 
The development 
of the package 
business was un- 
dertaken in order | JJ 








PRICE SCALE 
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to offset the sus L———— 
ceptibility of the 
bulk business to the dangers of widely fluctuating raw 
material prices and it now comprises about a third of the 
total done. 

The manufacture of corn products has been tremendously 
stimulated in recent years by chemical research so that they 
are now not only used domestically but serve an ever in- 
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creasing number of industrial purposes as well. Corn sugar, 


for example, which is highly esteemed for its food value 
and medicinal properties, is also employed by the rayon 
and leather industries while corn oil in addition to being 
well-known to the housewife enters into the manufacture 
of paints and varnishes. It is also used in the textile in- 
dustry. 

Since its formation in 1920, Penick & Ford has made 
great progress. This has been even greater than an examina- 
tion of the company’s record of earnings would indicate 
due to the ultra conservatism of its bookkeeping methods. 
Many charges have been made against earnings which in 
usual practice would have been debited to surplus. De- 
preciation charges have steadily increased and the company 
has entirely eliminated bonded indebtedness and outstanding 
preferred stock with the result that the sole capitalization 
now consists of 424,965 shares of no par common stock. 


Financial position is strong. As of December 31, 1930, - 


current assets totaled $5,673,000, including cash, govern- 
ment securities and demand loans amounting to $2,234,000, 
compared with current liabilities of but $676,000, indicat- 
ing a net working capital of just about $5,000,000. The 
slight reduction in working capital during the past year 
may be attributed to the retirement of the company’s senior 
obligations. 

Earnings for 1930 were equivalent to $4.01 per share of 
common stock and compared with $3.97 shown for the pre- 
vious year. For the first quarter of the current year, how- 
ever, Penick & Ford reported a profit of $347,447 after 
depreciation, etc., but before Federal taxes as against $655,- 
988 in the corresponding quarter of 1930. This is 
attributed to a weak price situation, especially in the com- 
pany’s bulk business and to the fact that exports have de- 


clined on account of world corn prices being lower than. 


domestic quotations, giving foreign manufacturers the 
benefit of lower costs. Nevertheless, these difficulties are 
unlikely to be permanent and, although it would appear 
the part of good policy to await some definite sign of better- 
ment, before actually making a commitment, the time will 
certainly arrive when this can be done with satisfactory 
results. The common stock of Penick & Ford is currently 
selling for about $30 a share on the New York Stock 
gy to yield 34%% on the regular dividend of $1 
a share. 


os 
ti ctiindl 


United Biscuit Co. of America 
i nope BISCUIT CO. OF AMERICA is a holding 





company operating in the field where National 

Biscuit and Loose-Wiles have made _ consistent 
progress over many years to the great benefit of their stock- 
holders. It was 
incorporated un- 
der the laws of 
Delaware late in 
1927 and ac 
quired the entire 
capital stocks of 
a number of bis- 
cuit, cake, cracker 
and cookie manu- 
facturers together 
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with the entire 
assets and prop- 
erties of the United Biscuit Co. which in turn controlled 
a number of subsidiaries. United Biscuit Co. was after- 
wards dissolved. Following the example of its larger con- 
tempories, United Biscuit Co. of America has steadily 


for JUNE 13, 1931 





acquired other companies for cash and stock, until it is 
now the third largest factor in the field and, although still 
far behind National Biscuit in importance, the gap between 
this company and Loose-Wiles is a comparatively small 
one. United Biscuit operates a number of bakeries and 
warehouses and distributes its products throughout a large 
portion of the country. The company’s principal trade 
name is “Supreme Bakers,” although certain subsidiaries 
have their own brands which have been long established 
and are still used. A large portion of the company’s carton 
requirements are filled by the Chicago Carton Co. which 
it controls. 

Like all companies engaged in similar activities, United 
Biscuit Co. of America has been affected by the present 
depression in two diametrically opposite ways. Sales of 
course have ‘been lower during the last year or two par- 
ticularly for the more luxurious confections and cakes due 
to the general curtailment of purchasing power. On the 
other hand the full force of this condition has never been 
fele because the company’s principal raw materials, flour 
and sugar,’have declined in price tremendously, while the 
selfing price for many of its trade-marked products has re- 
mained relatively stable. It can readily be seen then, that 
lower sale’s volume has tended to be offset by a wider mar- 
gin of profit. In the case of United Biscuit Co. of America, 
however, it appears that the decrease in sales has been 
slightly the more important influence as the company re- 
ported earnings for 1930 equal to $4.01 per share of com- 
mon stock against $4.39 for the previous year. For the 
first quarter of the current year net profit was equivalent 
to 73 cents per share of common against 94 cents for the 
corresponding quarter of 1930. a 

At the present time the common stock of United Biscuit 
Co. of America can be bought on the New York Stock 
Exchange for about $36 a share to yield 512% on the 
regular $2 annual dividend. While the present is hardly 
a time to buy any issue, United Biscuit is a stock issue 
which will undoubtedly bear watching in anticipation of 
the inevitable improvement in general business. 
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Kroger Grocery & Baking Co. 


HE large grocery chains, generally speaking, have per- 
T formed remarkably well during the current period of 
depressed business. Lower purchasing power on the 
part of the mass of the people necessitates the practice of 
strict economy and as the large and well managed chain 
grocery organizations have been quick to pass on to the 
consumer the benefits of steadily lowering commodity prices, 
these stores have as a result been well patronized. 

Kroger Grocery & Baking Co., the second largest chain 
of retail grocery stores in the United States, has reflected 
this trend in its recent operations. Although the average 
of grocery prices is some 12 to 16% lower than at this 
time last year, the dollar sales in proportion to the num- 
ber of stores have actually been greater in recent weeks than 
they were during the corresponding weeks last year. For 
instance, during the four weeks’ period ended May 23, this 
year total sales for the company amounted to $20,470,422 
equivalent to $4,080 for each one of the 5,003 stores in 
operation, which compares with a total of $20,493,922 dur- 
ing the corresponding weeks in 1930, equivalent, to only 
$3,870 for each of the 5,316 stores in operation at that 
time. 

The new management which assumed control of the 
company in the first half of 1930 has followed policies 
which have steadily strengthened the organization. Rapid 
expansion in 1929 and in prior years, generally through 
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the acquisition of smaller chains already 

in existence, found the company with a 

: considerable number of unprofitable 

Preferred Stock etn e units. Many of these have been elimi- 

nated during the past year as a result 

of the new efficiency policies. There 

NOTE: The following preferred stocks are listed solely in accord- are now about 572 fewer stores in the 
ance with the current yield on each. The sequence of Guide, therefore, system than at the end of 1929. 

does not indicate a preference for one issue over any of the others. Kroger’s volume of business is being 


a ia : : : considerably expanded through the es- 
Readers should observe a proper diversification of commitments in mak sehdidiens: ok cemidaabiinn Bind enc 
ing their selections from this list. 








Railroads 


Div. Rate -—Earned $ per Share—, Redeem- Recent Yield 
$perShare 1928 1929 1930 able Price % 
Norfolk & Western 4 (N) 183.73 182.20 188.50 No 91 4.4 
Union Pacific 46.32 49.48 . No 87 4.6 
Atchison, Top. & 8. Fe J 49.18 J No 106 4.7 
Baltimore & Ohio ; 48.87 \e No 68 5.9 
N. Y., New Haven & Hart.... ‘ 45.47 A 115 109 6.4 
Chicago & Northwestern x 69.65 A No 107 6.5 
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kets handling meats, produce and groc- 
Public Utilities eries in place of the smaller units han- 

ey ere sien ia dling only groceries. About half of the 
Public Service of New Jersey.. §20.92 19.04 ’ stores now have meat departments, and 
Bo. California Edison “‘B’’.... 1% (C) 3.28 3.61 Y ' most of them handle produce. In its 
Pacific Gas & Elec. 1st 1% (C) 4.24 4.87 . ‘ drive to increase sales the new manage- 
08 ‘ : ' ment opened complete food depart- 


Philadelphia Co. 20.68 , , sa ape 
iets Anes flee says ments in the Chicago, Cincinnati and 


Elec. Bond & Share 18.48 : ; : Minneapolis branches of Sears, Roebuck 


American Water Works & El. 31.05 ; i . with gratifying results. 
Columbia Gas & Electric ‘‘A’’. 30.78 A 5 \e An item which has recently loomed 
aettonel We. & Es gene . é up on the horizon of the chain store 


Buffalo, Niagara & Eastern Pr. 1,6 (C) 4.62 : : Ae 
eM 5S. sadens-.. 8 (C) picture is the Supreme Court decision 


Engineers Publ. Serv. (w.w.) 5% (C) 8.79 . in the Indiana chain store tax case. 
Standard Gas & Electric 4(C) 14.07 : The proposed levy in Indiana of $25 
ccna.” an --“n . per store for chains of more than 20 
Federal Light & Traction eco) ante : stores amounts to less than one-half a 
Hudson & Man. BR, R. Conv.... 5 (N) $7.02 ’ ; : cent a share on the common stock of 
Kroger. The effect, therefore, is as yet 
not of a serious nature, but programs 
for graduated taxes as proposed by 
other states would have more effect on 
Industrials the chains. 
Since the advent of the new manage- 
ment, profits have shown favorable 
69.06 78.54 «= 55.88 122 gains. Against a return of 12 cents a 
oe sn marsenancene 18 (0) a in = rae share in the first six months of 1930, 
. e . 5 * . 
Stand. Brands, Pes Cum. A.. 7(0) 129840 129.41 111.08 198 profits of 28 cents and 75 cents were 
wie ae aan 26 : shown in the third and fourth quarters, 
85.27 44.11 85.81 118 while the first quarter of 1931 indi- 
Amer, Smelting & Refining... 87.17 43.66 «= 88.20 us cated slightly less than 80 cents per 
Aluminum Co. of Amer 14.04 1719 = 7.98 1006. diate 


ae ag oa The average margin of profit of five 
18.86 20.08 8 6. leading chain store companies in 1930 

93.91 84.68 46. was 2.6% for the group. If Kroger 

aoa pn i reestablishes its margin of profit to this 

Commerc. Investm. Trust Ist.. 6% (C) 81.92 90.87 104 . figure, earnings on the 1,795,536 com- 
Bethlehem Steel Oorp . 42.24 28.84 No 107 ’ mon shares on the basis of annual vol- 
¢ ~ 120 108 ’ ume of $270,000,000 would equal be- 

85.06 8695.58 = No 101 tween $3 and $4 a share. These earn: 

>, oe eS ings would warrant a larger dividend 

as ne “4 > ’ than the current $1 distribution. The 

earnings prospects, moreover, make the 


N—Non-cumulative. § Earned on all pfd, stocks. + Guaranteed > im: 
unconditionally by Bush Terminal Co. Regular rate, 94. (a) After Feb. 1, 1994. stock one worth close watching for a 
provement as soon as the general tren 


changes. 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET and is 
intended exclusively to serve them in the discussion of problems of general investment interest. 
This department welcomes and invites contributions from its readers without imposing rigid 
restrictions as to their choice of subject matter. Stories of personal experience with, or per- 
sonal opinion upon, investment problems are particularly appropriate since they often are of 
interest to many. The services of this department also are available for answering invest- 
ment questions of general interest, excluding inquiries regarding the position or prospects of 


individual securities. 








Personal Investment Talk No. 5 


How Saving Reacts Upon Business 


Conditions 


When Confidence Releases Hoarded Funds, 
Recovery May Begin Without New Financing 


By JoHn Duranp 


N previous issues attention has been drawn to the per- 
| ceptible trend of recent years toward decentralization 

of security ownership. We see this in the growing 
number of individual stockholders and in the mounting vol- 
ume of inter-company holdings. What the social and eco- 
nomic consequences of this movement will be, if continued, 
can only be conjectured. If carried to its logical conclusion 
most of the lesser business concerns of the country would 
fall under the control of a few giant corporations whose 
stock would be owned and voted by the so-called small 
stockholders. ‘Thus there would develop in the United 
States a form of Business Democracy. 

Whatever one may think, however, about the probability 
and desirability of ultimate democratization of business, 
there are certain important aspects of the necessary interven- 
ing steps toward this goal which merit the more immediate 
attention of investors. Let us first inquire whether it is 
possible for the public to acquire control of the corpora- 
tions by the simple method of saving and investing. The 
question is somewhat complicated by the fact that market 
prices are much higher in boom times than when business 
is bad; but so are incomes, and it should not lead us far 
astray to assume conditions as they were during the pros- 
perous period before the crash. During the first nine 
months of 1929 the average market value of stocks listed 
on the Big Board amounted to about 75 billions. For the 
entire country, stocks were then worth perhaps twice this 
figure, or 150 billions. About 10% of this was in pre- 
ferred stocks; but, to make a thorough job of it, the pre- 
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ferred stocks may as well be included, since they often 
carry at least potential voting privileges. The country’s 
pay roll at that time aggregated about 50 billions a year, 
and so it looks as though our army of wage and salary 
earners could buy up all the stock in the United States 
within the comparatively short span of a generation if they 
saved but 10% of their earnings and invested the money 
in stocks. 


Growth in Outstanding Stock 


Such a comparatively simple program for democratizing 
the country’s business receives its first jolt upon learning 
that the amount of stock outstanding keeps growing all 
the time. In 1929 the total was augmented by addition 
of about 824 billion dollars’ worth of new stock. In order 
to absorb new issues, the savings budget would have to be 
enlarged to about 20% of total income, or else lengthen 
the span of years allotted to acquisition of control. Sup- 
pose, then, we allowed two generations as the minimum 
period within which to effect the bloodless revolution. But 
in the meantime what will the present oligarchy of security 
owners be doing? Income tax returns for 1929 disclose 
that the 100,000 individuals who enjoyed incomes in excess 
of $25,000 received about three billions from interest and 
dividends alone and another three billions from profits 
realized on the sale of real estate and securities. The six 
billions is nearly enough to take all new stocks and bonds 
as they are issued and, as a matter of fact, this is exactly 
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what the wealthy class does with most of its income. Here 
we find the makings of an interesting contest for control, 
in which the rank and file can win out by a slow process 
of persistent saving and intelligent investing carried out 
over a painfully long period of years. No progress can 
be made by the stupid practice 


panies engaged in the construction and equipment indus. 
tries, increased 28% in 1928 and an additional 30% in 
1929; whereas 187 representative corporations which sup 
ply the wants of consumers were able to report an aver- 
age increase in profits of only 18% in 1928, while the 

showing in 1929 was actually 





1% less favorable than in 





of buying at the top and sell- 
ing at the bottom. And s0, in 
view of all the evident difh- 
culties, perhaps it would be 
more conservative to allow at 
least a century for the public 
to acquire stock control of 
business. 

It was suggested in an Mow 
earlier article of this series Corporate — 
that the diffusion in stock Year = Capital 
ownership which has been go- "4.95 
ing on of recent years has 1929 8.64 
been motivated more by the 6.00 
desire to acquire an inde- 








Table I. 


Estimated Individual Savings in 
Good Times and Bad 


(Billions) 


Known Loans 
on Securities 


Increase Decrease Paid 
2.20 2.95 10.10 
0.37 2.80 11.81 


1928. 

This brings us to the in- 
teresting subject of how sav- 
ing reacts upon business con- 
ditions. 

Volumes have been written 
upon the advantages to the in- 
dividual of a judicious savings 
program; but little thought 
has apparently been given to 
the mass effect of savings 
upon conditions in the busi- 
ness world. It all depends 
upon what becomes of the 


Insurance Estimated 
Premiums Minimum 


Savings 


2.62 5.35 











money that is saved. Hoarded 





pendent income than by any 
thought of having a representa- 
tive of the general public placed upon the directorate of 
companies whose shares have found popular favor. The 
time will doubtless come when small investors will organize 
and demand such representation. In fact we already have 
a fairly promising national organization of owners of rail- 
way and public utility securities. But until such time as 
the demand for representation in the management becomes 
more articulate the chief concern of small investors should 
be to bring the greatest possible intelligence to bear upon 
the proper selection of securities solely for purposes of in- 
come and price appreciation. In this way > will gradu- 


ally work into a position of being able to add more rapidly 


to their holdings after the manner of those who come 
within the upper income brackets. As matters stand to- 
day, many small investors know little about how to choose, 
or when to buy, and so an appalling proportion of their 
hard earned savings goes into worthless stock that will 
never make them any 


funds obviously curtail the 
demand for goods. Money left on deposit is loaned out or 
invested by the banks and so quickens the pulse of trade 
and industry. Insurance premiums are partly invested by 
the companies, partly used for current running expenses, 
and partly paid out to policy holders; so that the busi- 
ness effect of this form of saving depends largely upon 
what is done with the money by those who sell the securi- 
ties and by holders of matured policies. 

Installment payments on consumers goods—such as radio 
sets and passenger automobiles—are a form of spending, 
not saving; but liquidation of bank or brokerage loans on 
securities is looked upon as saving in the same way as out- 
right purchases of stocks and bonds. 

The business effects of transactions in securities vary with 
circumstances. Refunding operations simply bring about 
a shifting of funds from new to former owners and have 
no influence upon business conditions, unless sums sub- 
scribed are hoarded by the 
recipients. New capital 





richer. 





There is yet another 
obstacle on the road to 
business democracy 
through saving and in- 
vesting which, we think, 
has never until now been 
mentioned in print. As 
matters stand today, all 
but a minor portion of 
wages and salaries is spent 
for consumers goods. If 
the workers devote any 
considerable portion of 
their income to the pur- 
chase of stocks, the result 
would be a curtailment in 
demand for consumers 
goods and overexpansion 
of plant capacity; for the 
bulk of funds raised 


x-Cash and Street Loans 


Other Net Current Liabilities 


the three-year period. 


year period. 





Table Ii. 
Estimated Working Capital of All U. S. 
Corporations 


(Billions) 


y-Marketable Securities and Investments .... 8.4 7.9 


NET WORKING CAPITAL 
x—One-third of total number reported cal] or time loans during 


y—One-third of total number bought own stock during the three- 


raised by business con- 
cerns, if promptly ex: 
pended for material and 
labor, causes no change in 
the total volume of indus 
trial activity, provided 
purchasers pay cash in 
full for the new securities. 
If purchased on margin, 
however, more money is 
received by industry than 
1.4 7.0 is withdrawn from circu: 
6.2 4.6 lation, and the outcome 
$6 868.1 will be a speeding up of 
2.7 0.8 activity. The reverse 
Es len takes place in deflationary 

times like the present, 
when funds are with 
drawn from circulation in 
order to liquidate security 
loans carried by the banks. 


End of Year 
» = 


1929 1928 
4.2 8.8 














through sale of stock usu- 








ally goes into new con- 
struction. Statistics show 
that this was just what happened during the stock- 
mad months of 1929, and it was probably one of 
the factors that brought on the depression. In support 
of this supposition we have only to mention that profits 
applicable to interest and dividends of 125 leading com- 
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Expansion and_ contrac 

tion of installment paper 

has exactly the same kind of invigorating and devitalizing 

influence upon industrial activity. The sale of securities 

by one individual to another results in a mere shifting of 

funds, and is commonly without industrial significance; but, 
(Please turn to page 252) 
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Stock Dividends for Convenient 
Reinvestment 


Without Entering Into the Conventional 


Dispute on This Topic, a Special Use 
for Stock Dividends Is Explained 


By Harry Lawrence 


to decide how to regard dividends paid to them 

in the form of stock. Much discussion on both sides 
of the stock dividend controversy, intended to clarify the 
problem, has perhaps in actual effect, made the dilemma 
more perplexing. Turn to one side and you will be told 
that stock dividends are a snare and a delusion, merely 
giving more paper certificates to the investor to bother 
with and thinning out his original equity proportionately. 
Turn to the other faction and be told that stock dividends 
are real enough income, when the company has showed 
sufficient earnings to cover the dividend and properly re- 
invested the income. 

Like many other famous controversies, it is not unusual 
to find the participants in this stock dividend debate, talk- 
ing about two different things. There is one case to be 
made for or against the distribution of surplus in the form 
of a large stock dividend but the same arguments on both 
sides would not neces- 
sarily apply to a regu- 
lar stock dividend paid 
in proportion to and 
charged against current 
earnings. 

Our interest in this 
discussion is turned in 
the direction of utiliz- 
ing stock dividends in 
the formulation of a 
practical § investment 
program. The advan- 
tage of stock dividends 
per se or the other de- 
batable considerations 
from the standpoint of 
proper corporate 
finance are aside from 
the purpose of this ar- 
ticle. And the type of 
stock dividends that we 
are concerned with 
here are regular pay- 
ments by companies 
which are earning ac- 
tual profits but find it 
more desirable to use 
their profits in expan- 
sion of their business, 
tather than in distrib- 
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[' has often been a perplexing problem for investors 


Compound Interest Accumulation May Be Obtained 
Through Savings Banks or Stock Dividends 


uting them in cash dividends to their shareholders. 

It happens that, as a practical consideration, a great 
many investors do not have any immediate use for the in- 
come which they receive from their investments. Their 
purpose is rather the accumulation of that part of their 
income which they are able to put aside after paying ex- 
penses. The most convenient and sure-fire method of re- 
investing income which is being earned on their surplus 
capital would probably be to place all of their money in 
a savings bank as fast as they can lay their hands on it 
and never draw any out. Then the interest is automatically 
reinvested for them; there is no fuss and bother about 
finding some investment for odd.amounts and little “extra” 
items. 

For all its convenience, however, the savings bank ac- 
count is not sufficiently liberal to meet the requirements 
of this hypothetical investor. Then again there are statutory 
limits to the amount that one can invest in a savings bank 
account. And finally, 
when the _ investor 
wants to invest in se- 
curities, he does not 
want to deposit in sav- 
ings accounts. In other 
words, the compound 
interest feature of a 
savings bank account 
does not solve the 
problem of a large 
group of investors who 
prefer stocks, because 
they believe that high 
grade investment stocks 
best suit their personal 
investment needs, but 
who do not require the 
immediate use of the 
income which they 
would receive in cash 
dividends. 

And for such an 
investment situation, 
stock dividends paid in 
a “regular” amount by 
any company with a 
good earning power 
and sound financial 

(Please turn to 
page 252) 
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Should Corporations Buy Their 
Own Securities? 


A Basis of Criticism Is Provided by Lack of Com- 
plete Reporting of Details of Company Stock Deals 


Editor, Readers’ Forum: 


I was greatly interested in Mr. Durand’s 
recent discussion in the Readers’ Forum of 
the subject of “Corporations as Investors.” 
It seems to me to merit a great deal of 
thoughtful attention. From the viewpoint 
of a stockholder, there can be no objection 
to a corporation investing surplus funds in 
the highest grade bonds. When a company 
buys stocks, however, including its own 
stock, for purposes of market support or 
with the hope of profit, it is obvious that 
the border line between speculation and the 
legitimate utilization of surplus cash be- 
comes hazardously narrow. As a general 
principle, I doubt that it is sound policy for 
a company to buy its own stock, excepting, 
of course, purchases made in connection 
with employee-ownership plans. I’m con- 
vinced that shareholders are entitled to 
much more complete and frank information 
regarding security transactions than most 
companies provide in their earnings reports 
or balance sheets. Is there not some way 
in which such information could be ex- 
tracted from them? Sincerely yours, 
D. H. L. 


The problem of corporate invest- 
ment in securities has become increas- 
ingly important for the simple reason 
that after several prosperous years dur- 
ing which the tendency was to pay off 
bank loans, retire bonded indebtedness 
and finance through sale of stock the 
corporations have had more surplus 
cash than ever before. It need hardly 
be said that its safe and proper ad- 
ministration is a matter of as vital in- 
terest to stockholders as any other 
phase of corporate activity. Yet the 
stockholder often enough is left rather 
completely in the dark as to the actual 
status of corporate security transac- 
tions. Most companies apparently do 
not concede him the right to know 
more than is contained in the average 
earnings statement or balance sheet, 
although the position and outlook of a 
company may often depend upon the 
character of its security transactions, 
the prices paid for securities or received 
for them and the method of account- 
ing used in appraising securities shown 
in the balance sheet. Unless stockhold- 
ers take matters into their own hands 
and demand detailed information from 
the management, we know of no 
remedy that can be applied beyond a 
further tightening up of the listing 
regulations of the organized securities 
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exchanges. The New York Stock 
Exchange has made much progress 
in establishing franker corporate ac- 
counting practices. It is especially 
careful in its requirements as to the in- 
formation that must be made public 
by investment trusts whose stocks have 
the privilege of listing. There appears 
to be little reason why other companies 
who venture into a sideline of invest- 
-ment should not be subject to similar 
requirements. A balance sheet which 
accounts for millions of dollars under 
the simple word “investments” leaves 
shareholders with much to wonder 
about. Whether it is generally sound 
policy for a company to buy its own 
stock is debatable. Much is to be said 
for executives attending strictly to 
business and leaving the stock market 
alone. On the other hand, they are in 
a position to know more about the real 
value of the stock than anyone else. 
Unfortunately, there have been various 
instances in which this presumed 
“inside” knowledge did not prevent 
them from buying, for the company’s 
account, stock which later showed sub- 
stantial market depreciation. No 
formula can be devised to insure sound 
judgment in such matters. If com- 
panies were required, however, to give 
full and timely information regarding 
security transactions, it is certain that 
this would be an influence making for 
greater caution and conservatism. 


Value of Listing 


Editor, Readers’ Forum: 


The wide swings of the stock market, 
often obviously accompanied by, if not cre- 
ated by, professional manipulation, lead me 
to wonder whether there can be much 
merit in the argument that investors derive 
an advantage from purchase of stocks en- 
joying listing upon an organized securities 
exchange, in distinction to unlisted securt- 
ties. There are numerous unlisted stocks 
of sound and well-established companies 
which have paid dividends regularly for 
years. The owners of such stocks at least 
do not have to be concerned over bear ratds 
or other speculative manipulation. I would 
like your opinion as to whether listing 
re 4 bd essential. Very truly yours, 
P. B. M. 


It is hardly possible to contend that 
listing of a security upon an exchange 
is “essential” either to those who own 
it or to the company. But in the case 
of large companies with numerous 
shareholders, or companies which de- 
sire to expand, listing unquestionably 
is advantageous. It is true that many 
prosperous companies do not have their 
securities listed upon any exchange, 
often because they do not desire it. In 
some instances this is because their 
stock is not sufficiently distributed to 
make listing worth while, effective con- 
trol being held by a relatively small 
number of owners. For the majority 
of corporations of substantial size, how- 
ever, practical proof of the advantages 
of listing is supplied by the steady in- 
crease in the number of companies 
seeking the privilege of listing, particu- 
larly upon the New York Stock Ex- 
change. It is only in this manner that 
the widest possible distribution of stock 
ownership can be had, an advantage to 
the company in creating good will and, 
more important, in opening a door to 
the convenient raising of new capital 
from time to time as it is needed. From 
the stockholder’s point of view, it 
should be obvious that marketability is 
one of the most important factors to be 
considered in making .an investment in 
securities. There are no absolute val- 
ues in securities. They are worth, for 
practical purposes, what one can get 
for them. An organized and carefully 
regulated stock exchange provides the 
most convenient facilities for the neces: 
sary contact between supply and de- 
mand and makes for a much closer and 
probably fairer appraisal of current 
values than can be had in the bid and 
asked quotations for unlisted securities. 
As a matter of fact, the “wide fluctua- 
tions” spoken of in the above letter are 
not as wide as those in unlisted stocks. 
In time of crisis there may be virtually 
no market for an unlisted stock. A 
price can always be had upon an ex’ 
change, even if the demand at a given 
time should chiefly represent short- 
covering. In making a long term in- 
vestment the buyer should bear in mind 
that conditions can always change, and 
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usually do, and that a time may come 
when he wishes to sell quickly. Even 
if it never becomes necessary to use it, 
marketability thus is a comforting 
quality. It is usually a requirement of 
collateral loan value at the banks. This 
is one reason why, other things being 
equal, a listed stock will command a 
higher price ordinarily than an unlisted 
stock of identical assets and earning 
power. 


Are Seasoned Stocks Best? 


Editor, Readers’ Forum: 


Most of those in a position to give in- 
vestment advice habitually stress the ad- 
vantages of buying seasoned securities and 
point to the hazards involved in buying an 
equity in a new enterprise or one represent- 
ing a new industry. This logic is plain 
enough, since it ts reasonable to assume 
that anything new and untried necessarily 
may involve risks which cannot be fore- 
seen. On the other hand, financial history 
teaches that the apparent strength of a 
company or industry often proves tem- 
porary. In some instances, at least, the 
tried and tested give way to the new. The 
premier companies of today once were new. 
Industries which were new a few years ago 
now are accepted parts of the economic 
picture, including the automobile, the radio 
and electric refrigeration. Conceding the 
element of risk, ts it not true that the early 
bird usually catches the worm? Will not 
fortunes be made, for example, by those 
who can guess the future leader in aviation 
and invest their money accordingly? Sin- 
cerely yours, Y. U. 


One of the most common appeals of 
the irresponsible security salesman is to 
point to the conspicuous success and 
rapid development of a few well 
known. enterprises and emphasize the 
profits which could have been made by 
original or early investment in such 
companies. What is not emphasized is 
that for every such case hundreds, if 
not thousands, have not fared so well. 
The investor must keep constantly in 
mind that there is no simple road to 
riches. At best, the road is steep and 
hard and reliance upon the element of 
luck is more often costly than not. 
Danger can be minimized by prudent 
judgment and diversification, but not 
eliminated. One may buy stock of an 
established, prosperous company, only 
to see the years change the picture 
completely. Nevertheless, it is a 
mathematical certainty that the chances 
are far greater that loss will result from 
investing in a new and untried enter- 
prise. In fact the odds against the 
buyer here are so great that he should 
clearly realize he is speculating rather 
than investing. There have been many 
examples of early participation in new 
industries making fortunes, notably in 
the Standard Oil stocks, but there are 
equally impressive examples in which 
the “early bird” not only did not catch 
the worm but lost his money. Thou- 
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sands of those who invested in the 
securities of the first American rail- 
roads met with loss. Many of the 
roads now in an apparently impreg- 
nable position have been through re- 
ceivership, often more than once. 
Against a dozen successful automobile 
companies, literally scores have passed 
out of the picture completely in the 
last twenty years. The oil industry is 
littered with the wrecks of companies 
which investors and speculators hoped 
would match the success of Standard 
Oil. In the radio industry failures 
have far outnumbered successes. It 
probably can be taken for granted that 
a decade hence one or more companies 
will be making millions out of aviation, 
but it is impossible now to forecast 
what the practical aircraft of the future 
will be or to know which company will 
dominate the field. Established com- 
panies are tending more and more to 
enter or develop new fields for them- 
selves. Thus, General Motors conceiv- 
ably may be an aviation leader of the 
future. The new industries also 
achieve banking sponsorship more easily 
now than in former years but this does 
not eliminate the investment hazard. 


Participation in Management 


Editor, Readers’ Forum: 


I am impressed by the greatly increased 
number of proxy fights coming in for atten- 
tion on the financial pages of the news- 
papers in recent months. This ts at least 
one good thing that we can chalk up to the 
credit of acute depression. It has shaken 
many stockholders out of their habitual 
lethargy and moved them to take an active 
interest in the management of their corpo- 
rate properties. Does this perhaps not mean 
that “absentee ownership” is at last coming 
home? Very truly yours, E. J. O 


One would like to believe that there 
is something of more than temporary 
significance in the current evidence that 
shareholders in various companies have 
been stirred up sufficiently to take a 
hand, or attempt to take a hand, in 
management. More than a dozen 
proxy contests have developed in re- 
cent weeks. Unfortunately, it is much 
to be doubted that the situation reflects 
any real change in the usual relation- 
ship between the stockholder and his 
management. The “lethargy” of the 
average stockholder is understandable. 
In practice it is extremely difficult, in- 
convenient and expensive for him to do 
anything else than rely largely upon 
the management of the company in 
which he invests his money. Accord- 
ingly, it. usually requires some ex- 
traordinary event to move him to or- 
ganize or participate actively in any 
effort to change the management. Most 
“uprisings” of stockholders come to a 
peaceful end as business recovers. 
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General Business Now Entering a Period 
of Seasonal Lethargy 
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Price Decline Continues 


T the present time there are a 
A large number of industries where 
a majority of the members per- 

sist in producing their staple product 
in order to sell it below cost. Such a 
list would include rubber, both pro- 
ducer and manufacturer, oil, sugar, 
possibly wheat and cotton, certain tex- 
tiles and nearly all the metals including 
copper. Copper is currently selling for 
814 cents a pound, while the lowest 
cost American producer, Kennecott, 
has a cost of about 7!/2 cents a pound 
before depreciation and depletion. This 
is bad enough and the profit must be 
negligible, if any at all, but there are 
many companies which continue to 
produce having a cost up to 12 cents 
a pound. Such a situation is manifestly 

(Please turn to page 251) 








COMMODITIES* 

(See footnote for Grades and Units of 
Measure) 
_——-1931-——_, 

igh Ww Last* 
ee ee $0.02% $0.02% $0.02% 
Steel (2) ...... 0.01% 0.015% 0.01% 
Pig Iron (3)..... 17.00 15.50 17.00 
Copper (4) ..... 0.10% 0.08 0.08% 
Lead (5) ...... 0.06% 0.08% 0.03% 
Petroleum (6) 0.81 0.25 0.25 
” ee) er 1,60 1,40 1.45 
Cotton (8) ..... 0.11% 0.08% 0.08% 
Wheat (9) ..... 0.75% 0.65 0.72 
Corn (10) ...... 0.68% 0.52 0.56% 
Hogs (11) ...... 22.00 18,00 16.00 
Steers (12) .... 17.00 11.50 12.00 
Coffee (13)...... 0.083%, 0.08% 0.00% 
Rubber (14) .... 0.08% 0.05% 0.06% 
Wool (15) ..... 0,72 0.61 0.62 
Sugar (16)...... 0.08% 0.038% 0.08% 
Paper (17) ..... 62, 57.00 57.00 
Lumber (18) ... 15.74 14,54 14.77 


*June 8, 1931, 

(1) Sheets, Pittsburgh, cents per Ib. (2) 
Bars, Pittsburgh, cents per lb. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (5) Pig (N. ¥.) co per Ib. (6) 
Ken., Okla., 32-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, § per ton. (8) 
Middling (galv.) cents ver Ib. (9) No. 2, 
Hard, Winter (Kan, Cicy) $ per bu. (10) 
No. 8, Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 lb. (N. ¥.) $ per 100 Ib. 
(12) 550-700 Ib. (N. Y¥.) $ per 100 Ib, (18) 
Santos, No. 4 (N. Y¥.) cents per Ib. (14) 
Smoked Sheets (N. Y.), cents per lb. a) 
Fine staple, clean (Boston), cents per Ib 


(16) Cuban raw 96 deg, deliv. (N. ¥.), 

cents per Ib. (17) News Rolls (N. ¥.), 

8 por ten. (18) Yellow pine boards, f, o. b. ! 
| per 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Ingot production for the country at large gave further ground 
during the past week or so and is now estimated to be no more than 
at the rate of about 42% of theoretical capacity compared with 
4314% at the last report. The main cause for the latest decline 
can be found in the slackening activity of the automobile industry 
which is not only feeling seasonal influences at this time but has 
also been adversely affected by the drastic declines in the stock 
market. It would seem from present indications that the steel in- 
dustry must look to construction, including pipe lines, for the great- 
est part of its business over the next few months. 


COPPER—The price of this metal continues to make new low records 
and can now be had for domestic delivery at 8.25 cents a pound 
while the export price is 8.525 cents c.if. principal European ports. 
On the surface at least there are as yet no signs that the steady down 
trend in quotations is to be halted. In fact there is a growing con- 
viction that the adverse influences must burn themselves out be- 
fore material improvement will be seen. 


PETROLEUM—The feature of last week in the oil industry was the 
continual series of cuts in crude oil prices. Barely a day passed 
without some important company announcing lower quotations and 
there is not a district in the country which has not felt the effects. 
Gasoline prices, as is natural perhaps under these conditions, have 
been easier in most markets, while other petroleum products have 
also shown a tendency to decline. The Standard Oil of New York- 
Vacuum Oil merger is not to be appealed and will presumably go 
through more or less as planned. This ought to open up the way 
for some much needed consolidation in the industry. 


RAILROAD EQUIPMENT—As might have been expected the hard- 
hit railroads are not buying much equipment at this time. For the 
first five months of the current year they ordered 5,000 freight cars, 
176 locomotives and 503 passenger cars compared with 29,649 
freight cars, 269 locomotives and 4 passenger cars in the corre- 
sponding period of last year. The Pennsylvania Railroad's order 
for 150 locomotives last month was the only thing which prevented 
a worse showing. 


CHEMICALS—Little improvement has been noted in the heavy chem- 
ical industry lately. Volume continues to jog along on a level 
about equal to general business. Hand-to-mouth buying is preva- 
lent with buyers universally cautious. Prices in some lines manage 
to hold steady, while in others there is a tendency towards lower 
levels. Almost none give indications of buoyancy. 


AGRROUE TURE tt i is estimated that the United States and probably 
the world will produce a bumper wheat crop this year and, while 
such an event would appear to preclude anv material increase in 
price, it is probable that a large volume at a low price is better for 
everyone than a small volume at a high price. The large volume 
means so much more to transport, so much more to store and so 
many more men needed to harvest it, so that even should the 
farmer’s purchasing power be the same in both cases a large crop is 

















more helpful to the country at large. 
————I 
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1930 Indexes 1931 Indexes 
Number of as “ 
Close High Low Issues High Low May 30 Juneé 
62.2 140.7 69.9 405 COMBINED AVERAGE ...... 84.4 52.8 52,8* 53.6 
112.0 405.5 105.7 5 Agricultural Implements ..... 142.4 67.5 68.4 67.5* 
88.5 272.0 85.6 8 BMBSOMONE 06s oc cesecccccccee 121.2 62.0 62,0* 65.8 
47.8 118.1 46.2 22 Automobile Accessories ...... 78.9 42.4 43.2 42.4* 
25.5 78.4 24.5 20 Automobiles. 2... ccecesesoccee $7.0 20.5 20.5* 21.4 
39.9 168.1 985.4 3 Aviation (1927 ——— icles 74.2 39.9 49.2 48.8 
23.8 74.2 23.8 3 Baking (1926 Cl.—100) ....... 38.4 20.8 20.8* 21.4 
185.5 248.1 179.6 2 RU. oe ansascas.ocavecescicce - 212.8 162.2 162.2+ 173.0 
128.6 262.7 123.5 5 a rere 162.2 95.6 95.6* 98.0 
157.0 226.0 151.8 S IG bse chese ccc ces secs 188.5 142.6 142.6¢ 144.1 
126.0 248.5 124.3 8 Chemicals PN is pawtncke cee 157.8 96.2 96.2* 101.3 
35.4 107.9 34.4 BS WE cancascerccacese¥carecene 71.8 35.4 38.6 43.5 
48.3 121.8 46.2 22 Gaastiation & Bldg. Mat..... 13.7 37.5 37.5* 39.2 
70.4 211.7 67.0 12 OOEE esa ccc acteeccsessecsaes 92.4 50.4 50.5 50.4* 
83.0 125.1 80.7 2° Dairy Products ......... bene: Ce 66.3 67.5 66.3+ 
21.5 51.6 20.4 9 Department Stores ........... 30.2 20.2 20.2* 21.3 
83.0 142.0 79.4 8 Drugs & Toilet Articles....... 120.4 81.0 81.0¢ 81.7 
115.8 289.1 114.9 8 Electric Apparatus ........... 149.3 91.5 91.5* 94.4 
14.8 544 18.7 4b ee eee 21.5 10.6 10.6* 11.5 
77.6 148.4 68.5 2 Finance Companies ........... 91.3 63.4 65.8 68.5 
64.4 93.5 62.1 . Weed BeeREs .cccccdecevcseses 80.1 64.2 64,2t 64.6 
50.3 124.6 50.0 4 OO IE ioc i Ma cbr elb mess ccc 83.0 50.3 65.3 65.4 
31.6 119.2 30.1 4 Furniture & Floor Comeeing . 51.7 $1.6 32.7 36.4 
29.9 92.5 28.6 7 H ad Equipment ........ 45.5 29.9 33.9 33.9 
61.0 184.9 68.9 10 Investment Trusts ........... 89.5 49.4 49.4* 50.3 
62.3 170.0 61.5 8 WE ising x ccv bhai oS 96.3 52.3 63.0 62,7 
52.4 142.56 60,9 89 Petroleum & Natural Gas..... 69.2 37.6 38.2 37.6* 
$7.2 175.2 36.8 8 Phono. & Radio (1927—100).. 68.8 36.1 36.1* 36.2 
150.4 305.0 141.1 20 Publio’ Wiliities ....0.260..086 196.8 132.5 133.8 132.5* 
57.8 115.4 55.5 10 Railroad Equipment .......... 73.1 41.1 41,1* 41.9 
69.8 144, 67,1 83 arene 88.4 51.38 51.3* 52.3 
81.9 153.1 178.9 3 — eiauae hee aa stearate 100.7 71.8 71.8* 13.6 
28.9 88.8 28.9 5 ping Pee m Oars cine ates Unie. sso 38.0 22.6 23.4 25,2 
160.4 246.5 150.8 2 Bott Drinks (1926—100) ...... 180.0 152.4 165.3 166.5 
63.56 146.5 61.4 13 ee ey ae ee eres 92.3 50.2 50.2* 51.8 
12.9 45.1 12.2 6 M5 nts Ssucs ee wsle cuaneese 18.9 10.6 10.6* 11.9 
170.3 268.7 163.0 2 IRE Sea ree reer me 218.0 1381.0 188.4 131,0* 
97.4 177.2 92.6 3 Telephone & Telegraph ....... 132.4 94.2 94,2f 94.7 
23.7 70.5 21.1 6 CO rae LIER Oe 46.0 23.7 27.4 28.9 
10.9 989.0 10.9 7 Tires GRADS . 2.06 ie sscscsvec 46.0 10.1 10.1* 10.4 
69.3 107.8 67.5 9 OUI, ir5K-oids ss n'nknt Saapeee 718.6 59.3 63.2 63.5 
67.2 103.5 63.2 5 MERON Nenbne <de.0s Vesa ede cee 86.1 62.1 62.4 62.1f 
68.5 88.7 66.5 2 Variety Stores .............. 79.3 68.5 74.8 75.2 
*New LOW record since 1928. +New LOW record this year. 
tNew LOW record since 1929. i 
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Answers to Inquiries 








1. Be brief. 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


2. Confine your requests to three securities only. 
3. "Write name and address plainly. 
Special rates upon request to those requiring additional service. 


This service in conjunction with your sub- 














GENERAL RAILWAY SIGNAL 


In March I bought 150 shares of Gen- 
eral Railway Signal at 80. Would you 
advise switching to another issue with a 
view to making up my loss more rapidly? 
Is the $5 dividend likely to be reduced? 
—S. L. S., Abilene, Tex. 


General Railway Signal Co. occupies 
a prominent position in the railway 
signal field, manufacturing block signal 
apparatus and retarding equipment, 
train control systems, interlocking 
equipment and other safety devices. 
Although in the past, the company’s 
products have been prescribed by Fed- 
eral and State commissions, realization 
on the part of the railroads of econo- 
mies afforded through the devices, re- 
cently has stimulated the demand for 
the company’s products. Particularly 
is this the case in the installation of 
General Railway Signal’s centralized 
trafic control system, which greatly 
facilitates the operation of single track 
lines. Although actual net results for 
the initial quarter of 1931 amounted to 
only 47 cents a share on 324,100common 
shares, compared with $1.33 a share 
on 352,500 shares in the corresponding 
period of 1930, orders received by the 
company during the first three months 
of this year were ahead of the corre- 
sponding period of 1930. Since a 
period of months is required for in- 
stallation of company’s equipment, 
profits from orders recently received 
will accrue to future earnings. More- 


over, the announcement by the com- © 


pany of its intention to bid on a large 
piece of work for the equipping of 
safety devices in the new subways of 
New York City in addition to prospec- 
tive new business from the railroads 
augments earnings outlook over the 


medium term, at least. Inasmuch as 
financial position at the close of last 
year was strong, dividends may be 
maintained at the present rate, barring 
the possibility of a severe slump in new 
business. Although the shares must be 
regarded as speculative in character, we 
are inclined to counsel further reten- 
tion of your present holdings with a 
view toward longer term developments. 





E. I. DU PONT DE NEMOURS 
& Co. 


Last year I purchased 200 shares of du 
Pont common at 112. Selling at well over 
15 times its earnings, I am beginning to 
think it may be advisable to close out 
around 75 and take my loss. I would ap- 
orga your opinion—H. P. S., Glendale, 

calif. 


E. I. du Pont de Nemours & Co., 
Inc., holds an outstanding position in 
the chemical industry, operations cover- 
ing practically every department in this 
field. The business of the company 
may be divided into three main divi- 
sions, namely: manufacture of chemical 
products used as raw materials in other 
industries; production of a wide range 
of miscellaneous chemical products such 
as rayon, pyroxylin and rubber coated 
fabrics, motion picture film, “cello- 
phane” and explosives; and last, but 
not least, the investment division. The 
company has an enviable earnings 
record, 1930 being the first year in a 
long period in which a decline in net 
results was registered. Per share earn- 
ings for last year amounted to $4.52 
as compared with $6.99 reported for 
1929. Primarily as a result of lower 
income received from investments, 


earnings for the initial quarter of 1931 
were slightly lower than those for the 
first three months of last year, profits 
per share of common stock amounting 
to $1.01 and $1.52, respectively. How- 
ever, recent bulletins indicate that oper- 
ating results for the second quarter are 
running substantially ahead of those of 
the first quarter, and that net income 
for the first half of the year should 
closely approximate that of $2.85 a 
share reported for the first six months 
of 1930. Financial position as of De- 
cember 31, 1930, was exceedingly 
strong, current assets amounting to 
$124,000,000 including cash and mar- 
ketable securities of $62,500,000, 
against current liabilities of about $13,- 
000,000. In our opinion, liquidation 
of present holdings would be in the 
nature of an unwarranted sacrifice and 
we advise against it. On the other 
hand, in view of current market un- 
settlement, we see no reason for hasten- 
ing additional or fresh purchases. 


QUAKER OATS CO. 


I am greatly worried because of the 
substantial loss I have in 50 shares of 
Quaker Oats common for which I paid 
242 last year. What is the outlook for 
this stock in view of the current unfavor- 
able attitude toward the so-called “blue 
chips”? Would you hold for recovery to 
my purchase price?—C. O. F., Fort Smith, 
Ark, 


“Quaker Oats,” “Puffed Rice,” 
“Puffed Wheat,” “Mother's Oats,” and 
“Aunt Jemima Pancake Flour” may be 
regarded as by-words in the American 
home. Such are the products of 
Quaker Oats Co., one of the leading 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 


THE MAGAZINE OF WALL STREET 


244 

















al 


1 








931 
the 
ofits 
‘ing 
Ow: 
Der: 
are 
> of 
me 
uld 
ee 
ths 
De- 
gly 
ar- 
00, 


ion 
the 
nd 


1er 


-n- 








producers in this country of cereals 
and allied products. Of more recent 
origin, but enjoying favorable accept- 
ance by the American housewife are 
“Muffets” and “Quaker Crackels.” 
Although no spectacular developments 
have occurred during the history of the 
company, it nevertheless has consist- 
ently and conservatively expanded its 
facilities to an international scope. In 
1930, Quaker Oats Co. added to its 
foreign holdings, already established in 
England, France, Germany and 
Sweden, by the acquisition of Ota Co., 
a Danish corporation, engaged in the 
production and sale of package oats 
and rice in Denmark. While earn- 
ings of the company have been some- 
what irregular, the trend prior to last 
year has been upward. Unfavorable 
factors prevailing during 1930, in the 
nature of lower commodity prices, 
necessitated a mark-down of inven- 
tories, which accounts for the greater 
part of the decline registered during 
that year. Net income amounted to 
$6,003,860 equivalent, after preferred 
dividends, to $7.01 a share, compared 
with $8,735,205 or $13.08 a share 
on a smaller capitalization in the 
preceding year. Financial position as 
of December 31, 1930, was exceedingly 
strong, ratio of current assets to cur- 
rent liabilities amounting to approxi- 
mately 5.7 to 1, while cash and securi- 
ties alone, amounted to about $2.77 per 
$1 of current liabilities. When con- 
sideration is given to the conservative 
management, satisfactory past record 
and favorable long term prospects, we 
believe the shares are deserving of semi- 
investment consideration. 


STANDARD BRANDS, INC. 


Does the narrow range for Standard 
Brands common indicate that its market 
price is retarded simply because of general 
market weakness? My broker tells me tt 
could readily advance to 30 with any up- 
turn in the Fall. Would you recommend 
buying 500 shares under 182?—W. J. K., 
Gloucester, Mass. 


Standard Brands, Inc., was formed 
in 1929 as the result of a consolidation 
of Fleischmann Co., E. W. Gillett Co., 
Ltd., Chase & Sanborn, Inc., The Wid- 
lar Food Products Co. and control of 
Royal Baking Powder Co. The bene- 
fits of this merger have not yet been 
fully apparent, as conditions in the 
first three quarters of 1930 generally 
Were unsettled, and prices were on the 
down-trend. Some benefits from ex- 
tensive national advertising campaigns 
Were witnessed, however, during the 
final quarter of 1930, and earnings in 
the first quarter of the current year 

wed a gain over the corresponding 
period of 1930. Net income in the 
quarter ended March 31, 1931, totaled 
$4,054,588 or 30 cents a share, as 
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against $3,496,226 or the equivalent of 
25 cents a share in the first quarter of 
1930. It is important to note that the 
company is charging a number of its 
costs in its expansion program directly 
to current operations. While the 
Fleischmann Co. likely contributes the 
majority of profits, the other units are 
now operating on a more profitable 
basis, and the longer term outlook ap- 
pears to be favorable. With a great 
many of the initial expenditures now 
out of the way, profits should show a 
definite trend upward with improved 
business conditions. While sharp ex- 
pansion in quoted value for the shares 
cannot be looked for in view of exist- 
ing market conditions, the common 
shares, in our opinion, possess attrac- 
tive possibilities for those who are will- 
ing to hold for a period of a year or 
more. 


NATIONAL BISCUIT CO. 


What do you think of National Biscuit 
common at its present price? I have 125 
shares at 9Q but am willing to accept my 
loss to avoid any further serious deprecia- 
tion of my equity. What is your counsel 
in the matter?—P. P. W., Newburgh, N.Y. 


National Biscuit Co., incorporated 
in 1898, is the largest manufacturer of 
biscuits in the world, and holds the 
enviable record of never having re- 
ported a deficit. In addition to manu- 
facturing biscuits, the company holds 
an important position in the bread bak- 
ing industry, and allied fields, and also 
controls several breakfast food com- 
panies. The company is not only ex- 
panding in its own field, but is develop- 
ing to a point where less reliance will 
have to be placed upon others for raw 
materials and supplies. Acquisition of 
the National Milling Co. late in 1925 
reduced flour costs materially. Earn- 
ings from 1916 through 1930 showed 
a trend upward, and the net income 
for the full year 1930 was equivalent 
to $3.41 a common share, against $3.28 
in 1929. For the first quarter of the 
current year, the company reported net 
income of $4,840,670 which was 
equivalent to 70 cents a share on 
6,286,238 shares of common. stock. 
This report compares with earnings, ex- 
cluding the Pacific Coast Biscuit Co., 
of $4,654,616 or 70 cents a common 
share, based on 5,996,180 common 
shares in the first three months of 1930. 
The showing in the first quarter of the 
current year was highly satisfactory in 
view of business conditions, and profits 
for the full year 1931 should make a 
relatively favorable showing with 1930 
results. Expansion of earning power 
cannot be looked for during existing 
business conditions, however, and the 
stock is only suitable for holding for 
the extreme long term. The regular 
dividend was earned in the first three 


months of the current year, and while 
the stock may work to lower levels 
during periods of market weakness, we 
frankly see no reason for sacrificing 
at the present writing. 


COMMERCIAL CREDIT Co. 


What are the market prospects for Com- 
mercial Credit common during the balance 
of this year? Shall I continue to hold 200 
shares which cost me 29 last year? Is the 
company in a good financial position?— 
M. T. V., Garfield, N. J. 


The position of the Commercial 
Credit Co., one of the leading units in 
the financing of installment sales of 
merchandise, was greatly improved dur- 
ing 1930 by diversification of activities. 
The company engages in the purchase 
of acceptances, notes, installment liens 
and open accounts, business consisting 
chiefly of the financing of sales of auto- 
mobiles, radios, household appliances, 
refrigerators, airplanes and motorboats. 
Acquisition in 1930 of Credit Alliance 
Corp., Aviation Credit Corp., and 
American Re-Discount Co. diversified 
operations, and gave greater stability to 
earning power. The financing of auto- 
mobile sales during 1930 showed a 
sharp decline from previous years, but 
this was largely offset by increases in 
other classes of business. Operations in © 
1930 were adversely affected by the 
business depression, per share results 
being $2.03, as against $4.48 in 1929. 
Earnings in the first quarter of the cur- 
rent year showed a further decline, 
when 33 cents was earned on the com- 
mon stock as against 50 cents in the 
first three months of 1930. However, 
January and February are usually the 
poorest months of the year, but an 
official of the company recently stated 
that net income for March and April 
was at an annual rate substantially in 
excess of the $2 dividend requirements. 
A very strong cash position was shown 
at the close of 1930, and the longer 
term outlook for this company is fa- 
vorable. While present levels for the 
stock would appear to indicate some 
uncertainty over maintenance of divi- 
dends at the $2 annual rate, we would 
not sacrifice the issue, suggesting that 
you maintain your equity as an inter- 
esting longer term speculation. 


JEWEL TEA CoO., INC. 


How do you rate Jewel Tea common 
around 40? Is this company affected by 
the recent Indiana decision to tax chain 
stores? J hold 300 shares at 60. Do you 
advise averaging? What is the status of 
the $4 dividend?—J. T. O., Freeport, Iil. 


Jewel Tea Co., Inc., is primarily en- 
gaged in direct to consumer distribu- 
tion of coffee, tea, and other standard 

(Please turn to page 250) 
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52 Broadway New York 
To the President 
of a Dividend-Paying 
Corporation: — 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest num- 
ber of potential Stockholders of 
record at the time when they are 
perusing our magazine, seeking 
sound securities to add to their 
holdings. 


By keeping them informed of 
your dividend action, you create 
the maximum amount of good will 
for your Company, which will re- 
sult in wide diversification of your 
securities among these influential 
investors. 


Place The Magazine of Wall Street 


on the list of publications carrying 
your next dividend notice! 
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A. == 
A High Low High Low 
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KEEP POSTED 


The books, booklets, circulars and spe- 
cial letters listed below have been pre- 
_— with the utmost care by business 
ouses advertising in this issue. They 
will be sent free upon request, direct 
from the issuing houses. Please ask for 
them in numerical order. e urge our 
readers to take full advantage of this 
service. Address, Keep Posted Depart- 
ment, Magazine of Wall Street, 42 Broad- 
way, New York City. 
———eeeeee 


“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to large and small investors. (225). 

THE BACHE REVIEW 
A summary of the general financial and 
business situation, published every week by 
J. S. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please 
mention the Bache Review. (290). 

MAKING PROFITS IN SECURITIES 
Are you profiting by the major and also the 
minor swings of the market? If not, you 
will be interested in the above booklet is- 
rued by a leading financial service in New 
York City. (377). 

7% INSTALLMENT SAVING CERTIFICATES 
of a Colorado building and loan association 
operating under strict state supervision— 
their investment features and why—are ex- 
plained in an interesting folder. (467). 

A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752.) 

AMERICAN COMMONWEALTHS POWER CORP. 
has issued its annual report containing a 
history of the corporation, its earnings, 
etatiatical data, and services rendered. A 
complimentary copy will be sent to you 
upon request. (761). 

WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 

TRADING METHODS 
The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much 
helpful information for traders. A copy 
will be sent to you upon request together 
with their latest Market letter. (785). 

“UNITED FOUNDERS CORPORATION” 
is the title of a booklet containing a com- 
plete and up-to-date statement of the his- 
tory, investment policies and affiliations, 
etc., of United Founders Corporation. Copies 
may be obtained by addressing 789. 

PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (813). 

DO YOU SAVE REGULARLY? 
Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervision. 
Send today for descriptive literature. (835). 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 

“A 33% BUSINESS INCREASE 
In A So-Called Depression Year’’ is a book- 
let showing the accomplishment by Credit 
Service, Inc., of increasing business during 
the first six months of 1930, as compared 
with the first six months of 1929. (862). 

A SURE INCOME OF 5% TO 7% 
is made possible by the building and loan 
method of operation in Colorado, where 
state supervision is maintained. Booklet 
876 of Colorado’s largest guaranty capital 
association tells why. 

INTERNATIONAL PAPER AND POWER CORP. 
The annual reports of this corporation and 
its principal power subsidiaries covering 
operations for the year 1930 and including 
maps showing location, number and kind of 
properties, territories served and undevel- 
oped resources are ready for distribution. 
Ask for 888. 

“A CHAIN OF SERVICE” 
describes and illustrates the history and 
development of the Associated Gas and 
Electric System. A complimentary copy 
will be forwarded simply by fequesting 
884, 
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Telephone Bond and Share N ew York Stock Exchange 
spanteed Price Range of Active Stocks 


Kansas City, Missouri 


sie rabies sieeouty Soranrete st INDUSTRIALS AND MISCELLANEOUS (Continued) 


$1.75 per share on the 7% First 
Preferred Stock, $1.00 per share 
on the Participating Preferred 
Stock, and dividends on the Class 
A Common Stock, payable either 

in stock at the rate of one-fiftieth ae. —— 
(1/60th) of one share of in cash Loose-Wiles B 
at the rate of 60c per share, will Lorillard 

be paid on July 16, 1931, to 
stockholders of record on June 25, 
1931 at 3:00 o'clock P, M. 


Vv. BE. CHANEY, 


Vice-President and Treasurer. : 
May Dept. Stores . 
McKeesport Tin Plate 
Mont. Ward & Co 


N 


. Nash Motor Co. 
. "7 National Biscuit 

Associated Telephone National Cash Register A 

y National Dairy Prod 
and Telegraph Comnany National Lead... 

100 West Monroe Street, Mecth Am roe C 1s 

Chicago, Illinois as ssa ota 
DIVIDEND NOTICE 0 

The Board of Directors of Asso- Otis Elevator 
ciated Telephone and Telegraph Otis Steel 
Company has declared the regu- | 
lar ~ertgg gg aol ae nr mane 
on the 7% First Preferred stock; ; 
$1.60 per share on the Six Dollar —_ Sarees Electric 
First Preferred stock; $1.00 per \ a om ing 
share on the $4.00 Preference Packard Motor Car 
stock; and $1.00 per share andan | Paramount Publix 
additional and participating divi- Penney (J. C.) 
dend of $0.50 per share on the Phillips Petroleum 
Class A stock for the quarter end- Prairie Oil & Gas 
ing June 30th 1931, payable July Prairie Pipe Line 
1st, 1931, to stockholders of rec- | Procter & Gamble 
Teen 5 bog close of business June : Public Service of N. 

R. J. MUNRO, Secretary. oe Ine. 


Purity Bakeries 


Radio Corp. of America 
Radio-Keith-Orpheum 
Remington-Rand 

Republic Steel 

Reynolds (R. J.) Tob. Cl. B.... 
Royal Dutch 
































CORPORATION it a 
eway Stores 
- A Jane 4, 1931 Sears, Roebuck & Co 
Tz Board of Directors has declared this Shell Union Oil 
day the following quarterly dividends: Simmons Co. 
Cumulative 6% Preferred Stock 
Series A 
No. 19, $1.50 per share 


ive Preferred Stock Standard Brands 
ery 5% a ce Standard Gas & Elec. Co 


No. 9, $1.25 per share ae a . age 
Common Stock (no par value) a 0 Jv... 
No. 19, 50¢ per share Standard Oil of N. Y¥ 
Stewart-Warner Speedometer 
payable on August 15, 1931, to shareholders Stone & Webster : 
of record at close of business July 20, Studebaker Corp. = 


1931. 
EDWARD REYNOLDS, Jr., 
Executive Vice-President & Secretary Texas 














Uv 

° Underwood-Elliott-Fisher 
Endicott Johnson Corporation Union Carbide & Carbon 
Dividend No. 49 on lc gamma 

The Board of Directors has declared a quarterly | United Fruit 
Preferred Dividend of One Dollar Seventy-Five | United Gas Imp 
Cents ($1.75) per share, and a Common Dividend » 5 
of Seventy-Five Cents ($.75) per share, payable 
July 1, 1981, to stockholders of record, as at the 
close of business, June 18, 1931. 

Checks will be mailed by Irving Trust Company, 
Dividend Disbursing Agent. 

MAURICE BP. PAGE, Secretary. 


June 4, 1981, 


‘Warner 


Westinghouse Air Brake 
Westinghouse Elec. & Mfg 


Curtiss Robin OX Woalwerth Go. GF. W.) 


Splendid Condition ee 
Phone LAckawanna 4-4636 Sennashitine nani & Tube 
RICHARD BELLER pny toes Reser Sea 
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Double in Value 


AUUANOUDANT NNO UNUTRNUENTTANVTMAT VAN RANI LITT 


NUTTUSTTITITET TTT TTT 


@It is in times of depression, like right now, that investors can safely buy promising 


stocks for large profits. 


Low now and cheap, certain selected stocks in today’s market 
during the next period of prosperity will double in value. 


@This advance will be due to strong expansion of their companies—new_ developments, 
improved processes, mergers, broad markets tapped, increased earnings. Surpassing 


merit will put such stocks up. 


[TTUTIOETEVTETTTTTTNTOTITTTONTONIT NTT NANO NDO NT OLD NT 


How much would it be worth to you to buy into even one such 
strongly advancing stock—and avoid even one of the market’s 
many laggards, stocks which in the next bull market won’t come 
back? 


@Several securities, with strong expansion ahead for them, are today compared with 
former highs marked down to 15c-to 20c on the dollar. Just as American Securities 
Service, early in March around top prices, recommended SALES, so now we are thor- 
oughly investigating and selecting a FEW of the most promising stocks to BUY. 


This Stock Selected Now— 


TTT 


@A great enterprise, which has shown marked growth in the past and has years of even 
stronger growth ahead for it, has been selected by our Staff and a Special Report on it 
prepared for our Clients. This stock within a reasonable time should double in value. 


A few extra copies of this valuable Special Report are re- 
served for distribution, free—as long as the supply lasts 


Hee 


Clip coupon at right 


TTT 


American Securities 


American Securities Service 
140 Norton-Lilly Building, New York 
Kindly send me copy of your latest “Special Stocks 


Report,” also copy of “Making Profits in Securi- 
ties,’ both free. 


Service 


MMM 


140 Norton-Lilly Building, New York 
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Answers to Inquiries 
(Continued from page 245) 








groceries, many of which are produced 
in its own plants, and sold under the 
trade-name of “Jewel.” The company 
operates 1,291 motorized grocery 
routes, serving approximately 3% of a 
million customers. Sales are stimulated 
by a unique “premium” system, in- 
volving the advancement of good 
quality articles to the customer before 
anything is paid. Unlike most premi- 
um plans, there is no saving of coupons, 
and the cost of the premium is can- 
celled by a small credit allowed the cus- 
tomer on each sale of groceries. Earn- 
ings of the company have shown a 
gradual tendency toward expansion, 
and in each year, with the exception of 
1925, annual increases in net income 
have been registered since 1922. 
Despite the decline in dollar sales vol- 
ume for last year, net results estab- 
lished record levels for the past decade, 
amounting to $1,705,293, or $6.09 a 
share of common stock, against $1,691,- 
203 or $6.04 a share in the preceding 
year. Although sales volume of the 
company for the 20 weeks ended May 
16, last, declined some 12% below 
that of the corresponding 1930 period, 
recent increase in regular annual divi- 
dend rate on the common shares, in- 
dicates that profits are being well main- 
tained. In view of the peculiar method 
of operation, it is extremely difficult 
to forecast the effect that the recent 
decision of the U. S. Supreme Court 
pursuant to the Indiana Chain Store 
tax will have upon future earnings of 
the company. Financial position at the 
close of last year was sound, and in- 
asmuch as current rate of dividend dis- 
tribution appears reasonably secure, we 
are inclined to counsel further reten- 
tion of commitments made at higher 
levels. However, in view of current 
market unsettlement we see no reason 
for hastening additional purchases for 
the purpose of averaging. 


CUDAHY PACKING CO. 


Selling at less than eight times last 
year’s earnings and paying over 10% at 
current levels, Cudahy Packing common 
appears undervalued to me. IWhy is it this 
stock seems to lack the sponsorship of 
other stocks with much less fundamental 
merit? I hold 500 shares at 47.—N. I. R., 
Greensboro, N. C. 


Cudahy Packing Co., an important 
unit in the packing industry, is de- 
pendent upon meat and meat-products 
for more than 90% of its business, but 
it also produces soap, hides, glue, wool 
and fertilizer. The by-products, one 
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of the most important of which is “Old 
Dutch Cleanser,” tend to stabilize earn- 
ings in times of depression in the meat 
business proper. It is likely that earn- 
ings from “Old Dutch Cleanser” alone 
contribute a sizable portion to the 
annual dividend requirement of 
Cudahy Packing Co. Earnings of the 
company for the year which ended 
November 1, 1930, totaled $2,930,318, 
or $5.03 per common share, as com- 
pared with $2,512,850 or $4.13 a share 
in the previous fiscal year. Earnings 
for 1930 were the largest since 1926, 
although sales for the year were 
the lowest since 1925, indicating the 
operating efficiency of the company. 
Financial position of Cudahy Packing 
Co. was greatly improved in the past 
fiscal year, as its funded debt was re- 
duced by $711,000 through sinking 
fund operations, and notes payable 
were cut to $7,965,500 from $14,370,- 
287 a year earlier. While the business 
depression likely is having an adverse 
effect on operations, financial position 
is satisfactory, management is able, and 
the $4 dividend appears to be reason- 
ably well secured at this writing. The 
stock offers a very high yield at the 
present time, which usually indicates 
some uncertainty over the dividend, 
but because of the fundamental 
strength of this company, we suggest 
that you hold your: shares. The lack 
of active market sponsorship may par- 
tially account for the fact that the stock 
is selling to offer such a high yield. 


R. J. REYNOLDS TOBACCO CoO. 


Yielding over 6%, Reynolds Tobacco B 
appeals to me for semi-investment at this 
time. Do you recommend it? What is 
the prospect for an increase in the whole- 
sale price of cigarettes during the coming 
months?—B. S. D., Gadsden, Ala. 

R. J. Reynolds Tobacco Co. ranks 
among the first three enterprises en- 
gaged in the tobacco industry. Chief 
among the company’s products are 
“Camel” cigarettes, “Prince Albert” 
smoking tobacco, “Apple” and “Brown 
Mule” chewing tobaccos. The history 
of the company closely parallels that of 
the industry, and earnings have reg- 
istered annual increases in each year 
during the past decade. In 1920, net 
income amounted to $10,691,000, 
while for 1930 net of $34,257,000 was 
reported, which compares with $32,- 
211,000 for the calendar year of 1929. 
Reduced to a per share basis on the 
common stock, results for the last two 
years amounted to $3.42 and $3.22, 
respectively. Although earnings last 
year were at record levels, net results 
were lower than original estimates, pri- 
marily because of slowing down in the 
rate of increase in general cigarette 
consumption and an acceleration in ad- 
vertising expenditures sustained by the 


company. Recently, the company in 
augurated an intensive advertising cam, 
paign, and introduced the innovation 
of wrapping its cigarette packages ip 
waterproof cellophane, which factoy 
are expected to augment sales of 
“Camel” cigarettes. While we d 
not anticipate substantial improve. 
ment in operating results during the 
current year over those registered 
last year, we believe that full 1931 re. 
turns should compare favorably with 
those of last year. Financial position 
at the close of last year was excep 
tionally strong, total current assets 
amounting to $136,638,736, while cash 
alone stood at $33,458,341, against 
total current liabilities of $10,800,820 
leaving net working capital of $125, 
837,916. We believe the company’s 
class B shares merit favorable con- 
sideration, and would not be opposed 
to moderate commitments. 





GENERAL AMERICAN TANK 
: CAR CORP. 


Will you please let me have your latest 
analysis of General American Tank Car 
common? I have 250 ‘shares at 97. Is 
definite progress being made in overcoming 
the competition of pipe lines?—A. P. R., 
Granite City, IIl. 


General American Tank Car Co. en- 
gages, through subsidiaries, in the 
manufacture of freight and tank cars, 
but the greater portion of its income 
is derived from the leasing of tank and 
refrigerator cars for the transmission of 
milk, chemicals, fruit, meat and oil. 
The company now owns approximately 
50,000 tank cars, including 6,000 
cars recently acquired from Swift @ 
Co., in connection with a contract 
whereby General American Tank Car 
Corp. will handle the packing com- 
pany’s transportation activities. Opera 
tions of General American Tank Car 
are so well diversified that the com 
petition from pipe lines does not seri- 
ously affect the position of the com 
pany. It was recently pointed out by 
the president of the company that in 
1930, less than 4% of the company’s 
cars were engaged in the long-haul 
transportation of gasoline, which branch 
might be affected by pipe line com: 
petition. It is likely that any decrease 
in the long-haul gasoline transportation 
will be largely made up by an increase 
in the short-haul of gasoline from pipe 
line terminals. Operations of the com 
pany in the first quarter of the cur 
rent year were adversely affected by 
falling off in operations in the freight 
car building field, and per share results 
were equivalent to $1.47 against $2.16 
in the first quarter of 1930. It has 
been estimated that earnings for the 
first half of the current year will be 
more than $3 a share as compared with 
annual $4 requirements. A _ strong 
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IMPORTANT ISSUES 
Quotations as of June 4, 1931 


1931 
Price Range 
Recent 
Name and Dividend Low Price 


Aluminum Co, of Amer 123 
Amer. Commonwealth Pr-A 
11% 
™% 
Amer. Founders 8 
Amer, & Foreign Pwr. War.. 
Amer. Gas Elec, (1) 
Am, Lt. & Traction (2%).... 
Amer. Superpower (.40) 
Assoc, Gas Elec, ‘‘A’’ (2).... 
Brazil T. L. & P. (8% stk.) 
Central Stat. El. (10% stk.). 
Cities Service (.30) 
Cities Service Pfd. (6) 
Commonwealth & South. War. 
Com, Water Ser. (.12%) 


Elec, Bond Share (6% stk.). 
Ford Motor of Can. A (1.20). 
Ford Motors, Ltd. 

Fox Theatre A 

Gen. G. & E. Conv. Pfd. B (6). 
Gold Seal El 1 


Gulf Oil (1.5) 
Hudson Bay M. & 8 


Name and Dividend 


Humble Oil (2%) 712 
Insull. Invest. Inc. (6% stk.) Ve 
Internat, Pet. (1) 1 


Newmont (4) 

Niagara Hudson Power (.40) 

Niagara Hudson Pwr, A war. 
Do B war. 

Pennroad Corp. (.20) 

Public Util. Holding Corp. of 
Amer, (x, wW.) 

St. Regis Paper (1) 

Salt Creek Producers (1.40). 

Selected Industries 

Standard Oil of Ind, (2) 

Standard Oil of Ky. (1.60).. 

Stutz Motor Car 

Transcontinental Air Trans.. 

Trans Lux 

United Founders 10 

United Lt. & Pow. A (1)... 

». Pwr. (w. w-) 
Utility Pow. & Lt. (1.02%). 
Vacuum Oil (2) 
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financial position is maintained. With 
the trend toward increased shipment of 
food and other products by tank cars, 
the longer term outlook is promising, 
and in view of the fact that the divi- 
dend is well covered, we believe the 
shares are suitable for further reten- 
tion. 








Stock Dividends for 
Convenient Reinvestment 
(Continued from page 239) 








condition are ideal for the “no income 
needed” investor. The certificates 
which he receives are merely evidence 
that certain income of the corporation 
has been reinvested, on his behalf and 
thereby increasing his theoretical equity 
in the property to an amount in pro- 
portion to the face value of the new 
stock received. It would amount to the 
same thing if the corporation had paid 
out the dividend in cash, then issued 
new stock in order to realize cash for 
necessary corporate purposes, and the 
investor had decided to reinvest his 
cash in the new stcck, In other words, 
the stock dividend is a means of re- 
investing income without the incon- 
venience of going through all the above 
procedure and without the temptation 
to the investor of using the cash div- 
idend as down payment on a new 
gadget for the home. 
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Perhaps the investor has a more de- 
sirable medium for the reinvestment of 
such funds. In that case the stock div- 
idend paying issue is no longer an ideal 
investment. Perhaps, the investor de- 
sires to obtain more diversification by 
reinvesting his dividend income in one 
or more investments, other than the 
stock issue which is earning the income. 
This again disqualifies the stock div- 
idend issue from the investment pro- 
gram of such an individual. 

In order to give the investor a choice 
in the matter, some corporations make 
it a practice to pay their income, partly 
in cash and partly in stock. Cities 
Service common is an issue on such a 
dividend basis, paying both a cash and 
a stock dividend every month. North 
American is an example of an issue 
which pays only a stock dividend, but 
the management has a_ standing 
arrangement whereby stockholders who 
do not wish to keep the stock dividend 
can realize the market value of the 
stock dividend on demand. Electric 
Bond & Share pays only a stock div- 
idend, but of course, the investor can 
realize the market value of the stock 
dividend by selling his new stock on 
the market. 

In connection with the use of stock 
dividends for automatic reinvestment 
of income there is one precaution which 
we would point out. Not all stock 
“regular” dividend declarations rep- 
resent the reinvestment of earnings. 
Even in the case of large “extra” pay- 
ments to capitalize earned surplus, the 


connection between the dividend and 
current net profits may be quite re- 
mote. In the case of new companies, 
which have not as yet developed any 
sustained earning power, it is some- 
times the policy of the management to 
declare stock dividends, regularly or 
intermittently, to encourage stock- 
holders or perhaps merely for stock 


‘market purposes. Here the stock diy. 


idend does not serve the purpose of the 
investor who wishes to use the vehicle 
as a means of reinvestment. He has 
nothing to reinvest, in the absence of 
any real earning power and the stock 
dividend merely dilutes his equity— 
making up the loss by issuing new cer- 
tificates, but giving the investor no 
real net gain. 








How Saving Reacts Upon 
Business Conditions 
(Continued from page 238) 








at times of great popular interest in 
the stock market, especially near the 
end of a great bull movement, more 
funds are probably sucked into the 
speculative malestrom than are re: 
turned to industry by those who are 
satisfied to quit with their profits. 

It is quite to be expected that in- 
dividual savings will be largest at the 
crest of a boom when payrolls and 
profits are at a maximum; but the rela- 
tively impressive showing disclosed in 
Table I of savings during the depression 
year, 1930, may occasion some suprise 


. until it is reflected that a major portion 


of the larger individual incomes is de- 
rived from distribution of profits and 
accumulated surplus which undoubted- 
ly reached a new high record last year, 
despite the severe drop in profits. In 
compiling the figures it has been neces 
Sary to omit savings bank accounts, 
since an unknown proportion of these 
arise from deposits of corporations. 

An even more startling exhibition 
of—not saving, but hoarding—emerges 
from the data presented in Table II. 
In preparing these estimates we have 
added ten listed “A” companies to the 
sample forty tabulated in our last issue, 
and then multiplied the column totals 
by fourteen, on the assumption that 
these fifty representative companies 
possess about 7% of the aggregate re- 
sources of all corporations in the coun: 
try. “Investments” of the original 
table are here included with marketable 
securities in computing net working 
capital. 

It is interesting to observe the reduc 
tion of two billions in receivables last 
year; but the most astonishing fact re’ 
vealed by the data in Table II, in con’ 
junction with the first column of Table 
I, is that all new capital raised by our 
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corporations during 1930 was simply 
frozen into working capital by invest- 
ing the proceeds temporarily in market- 
able securities instead of spending the 
money productively. This would ap- 
pear to offer one explanation of why 
there has been a miscarriage of Presi- 
dent Hoover’s program to bring back 
prosperity by speeding up construction. 
It also suggests the interesting possi- 
bility, in view of the rapidity with 
which money circulates once it is set in 
motion, that business can be made to 
begin a recovery without further mar- 
keting of new securities whenever 
wealthy corporations ‘and individuals 
summon the courage to release large 
funds which they now have available. 








Steady Profits from an Old 
Habit 


(Continued from page 231) 








stock was equal to $5.60 per share of 
common and compared with $5.21 for 
the previous year. Likewise, in the 
case of George W. Helme Co. net for 
common has risen consistently from 
$638,000 for the year 1917 to $2,051,- 
000 for 1930. This was equal to 
$8.54 per common share and compared 
with $8.52 for 1929. The American 
Snuff Co. has apparently not been 
quite so fortunate—presumably due to 
the previously mentioned inroads made 
by U. S. Tobacco’s Scotch snuff. In 
this case net income for 1930 totaled 
$1,893,049 after depreciation and 
federal taxes equal, after dividends on 
the 6% preferred to $3.76 per share 
of common thereby affording rather an 
adverse comparison with the $4.25 per 
common share reported in 1929 and 
with the $4.41 shown for 1928. 

All three companies have paid liberal 
dividends for a great many years. The 
present rate on the common stock of 
United States Tobacco is $4.40 yearly. 


This was established only last March - 


and took the place of $4 paid previ- 
ously. George W. Helme Co. has paid 
$7 on its common stock since 1926, al- 
though the regular rate at the present 
time is only $5 a share. The common 
stock of American Snuff Co. is on a 
regular $3 annual basis, while an extra 
dividend amounting to 25 cents a share 
was paid last year. At the present 
time United States Tobacco Co. is 
quoted around $65 a share to yield 
6.7% on the regular dividend, George 
W. Helme Co. arcund $88 a share to 
yield nearly 8% if one assumes that 
$7 a share will continue to be paid, 
while American Snuff can be bought 
around $38 a share to yield about the 
same on its regular dividend only. 
The snuff companies have always 
sold in the open market at prices which 
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would appear to expect the complete 
elimination of the industry at some not 


very distant future date. And yet in 
the face of government figures showing 
a steady increase in the consumption 
of snuff this is manifestly absurd. Of 
course the companies are not particu- 
larly well-known, their stocks may be 
classed at least as semi-inactive and 
they have pursued the even tenor of 
their ways with a marked. lack of the 
expensive “ballyhoo” which so many of 
our modern companies appear to find 
indispensable to their well-being. But 
even sO we venture to say that few in- 
vestments made ten years or so ago 
would have turned out in actuality better 
than one in the snuff companies. True, 
such a commitment would have been 
unspectacular compared: with the pur- 
chase of General Motors or Radio Corp., 
for example, but there would never 
have been the same likelihood of selling 
out at the wrong time or of holding 
too long. There would have been 
neither the flurry nor heartaches and 
if such has been their past history, the 
snuff companies well deserve the atten- 
tion of the prospective common stock 
investor who. desires above all stability 
and its attendant peace of mind. 








Louisville Gas & Electric Co. 
(Continued from page 229) 








amount applicable for the preference 
dividend of the Class A shares, the net 
in 1930 was equivalent to $3.54 per 


share, in 1929 to $3.59, and in 1928 to 


$3.58 per share. The maximum amount 
distributable on the Class A shares un- 
der the participating provisions was 
$2.36 in 1930, $2.39 in 1929 and $2.37 
in 1928. 

It is apparent from these figures that 
the earnings per share considered either 
way are remarkably stable and this is an 
especially noteworthy accomplishment 
considering the widely varying business 
and industrial conditions over this three 
year period. From the practical stand- 
point, Louisville Gas & Electric Co. is 
an operating company, although actu- 
ally the company incorporated in Dela- 
ware is a holding company owning 
about 99% of the common stock of the 
operating company which is incorpo- 
rated in Kentucky. The Class A and 
and the Class B shares (of the Dela- 
ware company) have a large equity in 
the gross earnings, in 1930, for instance 
amounting to slightly over 20%, and 
this large equity is a decidedly strong 
factor from the viewpoint of stability 
of the per share earnings and the main- 
tenance of the present dividend rate. 

The current rate on the Class A stock 
is $1.75 per annum and earnings for 
each of the past three years have been 


running at better than 35% in excess of 
these dividend payments. The margin 
for the $1.50 preference dividend on 
the Class A stock is 136% in excess of 
requirements. The Class B stock of 
the company is the voting stock and 
about 90% is held by Standard Gas & 
Electric Co. 

The Class A stock of the Louisville 
Gas & Electric Co. is an attractive hold- 
ing for the investor who is looking for 
a utility equity which is in a strong 
earnings position and at the same time 
possesses good possibilities for appre- 
ciation in the future when business 
and industry are again on the uptrend 
and earnings of the utility companies 
again. feel the stimulus. of greater ac- 
tivity. At the recent price of 27 the 
Class A stock returns a yield of 6.3%. 





Midvale Steel & Ordnance 
Conv. 5s, 1936 


(Continued from page 225) 











pares with $15,846,506 in the corre- 
sponding quarter of 1930. After de- 
ducting depreciation, depletion and 
other charges there remained for bond 
interegt $3,784,396 against $12,239,535 
in the 1930 period, equivalent to 2.06 
and 5.65 times the interest charges dur- 
ing the respective periods. The earn- 
ings decline during the present period 
of depression is only of a temporary 
nature and when business recovery is 
again ushered in, normal earning 
power can be ‘expected. For the full 
year 1930 interest charges were 
earned 4.32 times, which compares 
with 4.77 times im 1929, and 2.65 
times in 1928. The margin over in- 
terest requirements naturally tends to 
imcrease as the company continues the 
rapid retirement of its bond issues. 

The Midvale bonds have a conver- 
sion feature which give the holders the 
privilege to exchange each $1,000 bond 
into five shares of the common stock 
(par value $100) of the Bethlehem 
Steel Corp., prior to maturity. With 
Bethlehem common stock currently sell- 
ing for 38 this conversion feature has 
no particular advantage at the present 
time although it is conceivable that 
sometime during the next five years it 
may be worth something. 

The recent price for the Midvale 
bonds has been 102 and at this level 
they return a yield to maturity of 
4.55%. Considering the strong security 
of the bond and the five-year maturity 
this yield is liberal in comparison with 
other similar bonds. They constitute 
an excellent medium term bond hold- 
ing for the average investor. The 
bonds are callable at 105 on thirty 
days’ notice at any time to maturity. 
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Silver’s Decline Must Be 
Checked 


(Continued from page 211) 
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China, but without definite result. 

The United States has a domestic 
interest in better prices for silver. In 
the first place, this country is at pres- 
ent the second silver producing coun- 
try of the world, with 24 per cent of 
the total, which was 257 million 
ounces in 1928. Mexico leads with 
42 per cent, and Canada is tied with 
Peru for third place, with 9 per cent. 
Mexican silver is largely controlled 
by United States interests. Thus, 
North America produces 75 per cent 
of the world output. Even at 50 
cents an ounce that is only 96 million 
dollars. But there is the far more im- 
portant consideration that silver pro- 
duction is mostly a by-product of gold, 
copper, lead and zinc mining. Thus, 
the silver bearing ores, which produce 
91 per cent of the world’s silver also 
produce 85 per cent of the gold, 66 of 
the copper, 69 of the lead, and 46 of 
the zinc. Hence, the prosperity of 
other industries is considerably de- 
pendent upon the value of silver, as 
the recovery of it from the impure bul- 
lion is usually incidental to refining, 
which has to be done regardless of 
silver. The silver element is thus 
“velvet”"—and 96 million dollars of 
“velvet” is large enough to be an im- 
portant element in profits and divi- 
dends. This explains the active inter- 
est being taken by gold and copper 
mining groups and corporations in the 
silver problem, and makes it one of 
pocketbook concern to investors in min- 
ing shares. 

Now, what can the governments of 
the world do about this silver fiasco 
that will help silver without getting 
into any of the bad-smelling valoriza- 
tion schemes which have made such a 
mess of some other commodities? In 
the first place, the government of India 
could announce that for a period of 
years it would cease to sell silver from 
its reserves in order to increase the 
gold share. That would relieve the 
market from the menace of the possi- 
ble dumping of 400,000,000 ounces. 
After that period India could help by 

ng a moderate definite amount for 
sile each year. In the next place, all 
the nations that have substituted paper 
or coined silver token money could 
return to silver for such purposes, 
and those that are using debased 
‘lver or other metals for subsidiary 
Coinage could return to silver. 

All governments that sell silver could 
enter into an agreement not to sell un- 
et, say, 50 cents an ounce and to buy 
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only when it is over 55. An interna- 
tional silver bullion loan might be made 
to China. 

If the fall in the price of silver had 
merely been in line with the fall of the 
general commodity level, the situation 
would not be so serious, but it has been 
about twice as great. Viewed in the 
light of present supply and demand, 
there is little prospect of the relation 
being corrected, especially as silver is 
so largely produced, as a by-product, 
without reference to demand. The 
situation, apparently, can only be rem- 
edied by increasing the demand. There 
is some hope in the extension of the 
industrial use of silver, through the im- 
proved alloys to which the U. S. Bu- 
reau of Standards is giving attention, 
but the only promising outlet for more 
silver is its increased utilization by the 
governments of the world as subsidiary 
coin. The increased governmental ex- 
penditures on this account would be 
relatively small. It is an artificial, but 
justifiable means, as justifiable as pro- 
tective tariff duties, and many other 
governmental aids to business. Cer- 
tainly, if such governmental action 
would stabilize silver as a commodity, 
it would be worth the cost if, as is 
generally agreed, the expansion of 
trade with half the population of the 
world depends upon the status of silver. 

The United States government owes 
it to its great mining industry and its 
export trade to take the initiative in 
calling an international silver confer- 
ence. 








How Much Is a Corporation 
Executive Worth? 
(Continued from page 221) 








$100,000,000. If net profits are be- 
tween $100,000,000 and $150,000,000 
an amount of 2 per cent is set aside for 
profit-sharing. It is 2Y2 per cent if 
profits are from $150,000,000 to $200,- 
000,000. 

The company’s latest report shows 
that $2,187,846 was distributed out of 
1930 earnings to 2,437 employees, 
about 67 per cent of this sum being 
paid in cash and the rest in certificates 
of conditional interest in 5,141 shares 
of common stock. Out of total net in- 
come of $197,592,060 in 1929, $5,360,- 
594 was distributed under the profit- 
sharing plan, a sum rather moderate in 
comparison with 1929 preferred and 
common dividends of $89,068,717. 

The particular feature of the cor- 
poration’s plan which is most worthy 
of notice, however, 1s that distribution 
of the bonus fund is left entirely in 
the hands of a committee of three 
stockholders elected at each annual 


meeting. This committee, after in- 
vestigation, selects the participants and 
makes each award on its merits. 

It seems likely that we have here, in 
reasonable publicity and in independ- 
ent stockholder representation, the 
most satisfactory method of handling 
the bonus problem, as well as a prin- 
ciple which well might be carried fur- 
ther in connection with other phases of 
the relationship between a company 
and its shareholders. It has been seri- 
ously suggested that an investment 
trust directorate should include at least 
one director who reflects the views of, 
and is governed exclusively by the in- 
terests of, the general stockholder. Per- 
haps a “public director” may some day 
have a secure and respected place’ in 
the counsels of every large corporation. 








Market Indicates a Change 
(Continued from page 219) 








the past fortnight. At this writing 
another week at the recent pace would 
restore the 1913 level and whether that 
will prove the logical stopping point 
remains to be seen. There is perhaps 
reason to believe that several of the im- 
portant commodity groups which tend 
to move early in the cycle and which 
already have gone well under the 1913 
line, including farm products and tex- 
tiles, are at or near bottom. Even after 
the wholesale readjustment is com- 
pleted, time will be required to, bring 
retail prices into line. Coupled with 
this problem is the uncertain factor of 
readjusting wage standards. 

Moreover, European uncertainties 
still constitute a drag upon world re- 
covery. It is not possible to put the 
economic potentialities of the Russian 
experiment out of mind. Nor is it 
possible to ignore the fact that, more 
than a decade after Versailles, peace 
in Europe exists only in name. Agita- 
tion by Germany and Austria for a 
further modification of the terms im- 
posed upon them will not down and 
for some time will remain a vital eco- 
nomic and political factor. And here 
at home we approach the time when 
national politics will be of increasing 
concern to business. 

Belated banking liquidation and 
frightened or discouraged strong-box 
selling have been leading sources of 
market pressure until very recently and 
a rally does not carry definite assurance 
that such pressure is over. The exist- 
ing scale-down investment demand is 
undoubtedly of excellent quality but 
doubtful quantity, as is indicated by 
the manner in which many stocks have 
slumped on relatively light volume. - 
Nor is it possible, in the absence of real 
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business improvement, for the poten- 
tial buyer.to ignore the dangers in- 
herent in the sheer momentum of a 
liquidating market. So far as the early 
outlook is concerned, it would be easily 
possible to place altogether too much 
reliance upon a presumably strong 
technical position. A mere reduction 
of the long position or an increase of 
the short position will not necessarily 
strengthen the market to any impor- 
tant extent. For shorts, the important 
consideration is whether continuing 
liquidation supplies stock for covering 
purposes. Reduction of the long posi- 
tion bolsters the market position only 
if new buyers, either speculators or in- 
vestors, are in the mood to take com- 
mitments from the hands of those who 
wish to withdraw. In short, it would 
not be surprising if a marked thinness 
of demand, reflecting both business un- 
certainties and public pessimism, 
tended to limit the scope of intermedi- 
ate recovery. Such a development is 
normal in the late stages of a bear 
movement, for bear markets tend to 
attain closer and closer relationship 
with the business actualities. For this 
reason the market trend henceforth 
may be an increasingly valuable guide. 








Germany Looms As Industrial 
and Political Power 
(Continued from page 208) 
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before the war for the proper function- 
ing of the mighty German industrial 
mechanism, is still smaller now. So, 
Germany looks longingly to the mu- 
tually desired union with Austria, with 
its 7,000,000 people, and something 
like a zollverein with some of the states 
that were once part of or economically 
dependent upon the Austrian em- 
pire—whose ruin was as great a blow 
to industrial as it was to imperial Ger- 
many. Here, as on the grossly uneco- 
nomic Polish frontier, and in other di- 
rections, the bound German giant 
strains ceaselessly and agonizingly for 
outlets that will give that normal 
growth without which creative forces 
will become internally destructive. 
Magnificent as has been Germany's 
recrudescenc? it will be a long time be- 
fore the German people can recline 
at ease and enjoy the fruits of their 
victory over adverse circumstances and 
conditions. The vogue of state socialism, 
strong in Germany long before the war, 
has laid a terrific burden of taxation on 
the people. While it is true that the 
inflation of the old mark wiped out 
the internal debt the reparations debt 
has taken its place. And payment of 
the reparations has the hardship, as 
compared with the service of an in- 
ternal debt, that it takes wealth out of 
the country. To regain their former 
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standard of living the Germans must 
increase their income sufficiently to pay 
the reparations. This becomes espe- 
cially difficult in view of the great lack 
of capital. The nation is compelled to 
hold wages and dividends down to the 
ultimate minimum in order to accumu- 
late capital. This means, of course, 
that for a long period the Germans 
must remain poor and subject to great 
deprivations, even though the factories 
hum ceaselessly and produce to the 
limits of ever-growing capacity. Al- 
though in 1929 and 1930 there was 
some surplus of exports over imports, 
the outlook for a favorable balance of 
trade with which to implement the 
settlement of the reparations annuities 
is not now bright. Under the same 
influence that is palsying the trade of 
the entire world, German exports are 
declining, although not so greatly as 
those of the competing nations—which 
is a notable evidence of the degree to 
which the rehabilitation of Germany 
has progressed. 


With 5,000,000 people out of work 
social and political as well as economic 
conditions are becoming explosive. Un- 
less a world-wide revival of trade 
comes soon, it is possible that Ger- 
many may suffer a return of chaotic 
conditions somewhat similar to those 
that prevailed after the war and the 
collapse of her financial structure. This 
prospect may force a moratorium on 
reparations payments and a demand for 
their reduction. As this is written 
Chancellor Bruening and Foreign Min- 
ister Curtius are conferring with 
Premier MacDonald of England re- 
garding this subject. (Since this article 
was in type Germany has formally de- 
clared her inability to make further re- 
parations. payments according to the 
Young Plan—thus bringing the world 
face to face with a grave problem.) 
The ramifications of any steps that may 
be initiated looking to a permanent 
lightening of the reparations burden 
will be far-reaching. 


The United States is certain to be 
drawn into the matter by reason of 
the fact that no important reduction 
of reparations can be effected unless 
the “political” debts of the allies to 
the United States are also reduced. 
There is a prospect that in the end 
the opprobrium of imposing an intoler- 
ably heavy burden upon Germany will 
be heaped upon us. This position may 
be reached slowly or, perhaps, with 
dramatic suddenness. 


Whatever may eventuate the world 
will have to keep in mind the fact that 
no small part of post-bellum prosperity 
was due to Germany’s heroic retrieval 
of her fortunes. It is in the interests of 
the world’s prosperity and progress 
that she shall hold all that she has so 
mightily regained and go on to new 
triumphs. A retrogressive wave that 


would set her back, especially if caused 
or accompanied by internal tumults 
particularly a communistic or nation. 
alistic revolution, would be almost as 
bad as another war. If Germany cap 
keep up the stride of the years im. 
mediately preceding the present depres 
sion she will become a pacemaker for 
all the world, and will reach even 
greater heights of industrial and com. 
mercial achievement than she aspired 
to béfore the war. Her material re. 
storation will soon be followed by the 
resumption of her former high rank as 
a political power. 

Aside from business reasons the 
world needs a strong and contented 
Germany against the day that will 
come, soon or late, when Red Russia 
will drive her countless bayonets west- 
ward in the wake of the propaganda 
that is now preparing the way. 








Lower Wages or Higher Rates 
(Continued from page 227) 








$107,098,448 in 1931, or $68,444,411. 

Going one step further and compar- 
ing the results for the first quarter of 
this year with those for the correspond- 
ing three months of 1929 we find that 
gross earnings shrank from $1,479, 
669,257 to $1,078,680,915, or $400, 
988,342, and net railway operating in- 
come from $259,541,880 to $107, 
098,448, or $152,443,432. 

For the first four months gross 
dropped from $1,783,685,089 to $1, 
448,260,061, or $335,405,208—18.8%. 
Net railway operating income was 
off from $238,805,045 in 1930 to 
$146,136,725 in 1931, or $92,668,320. 

Complete returns show that Class I 
railroads in April had gross earnings 
of $369,652,307 against actual for 
April a year ago of $451,233,257, a 
decrease of $81,580,950, or 18.1% and 
about 28% compared with the like 
month of 1929. ° 
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The preliminary figures indicate also fof the 


net railway operating income for April 
of this year of $39,074,311, a decrease 
of about 36.5% from last year and of 
58% from 1929. 

It is not necessary to go further to 


‘show the tremendous shrinkage in both 


gross and net earnings of railroads since 
the early part of 1929. It is unlikely 
that the figures for May of this year 
will show much improvement over 
April. Official compilations disclose 
the fact that since October, 1929, car’ 
loadings of the railroads as a whole 
have dropped from the peak then 
reached to the low level of 1921, the 
last important period of depression. 
The slump in the prices of the lead- 
ing railroad (common)  stocks—not 
those of the weak lines—from the high 
levels of the banner year 1929 has been 
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no less striking than that in the earn- 
nos. The accompanying table gives 
the high quotations for 1929, the low 
jo far this year and the decline during 
the interval. 

With such tremendous shrinkages of 
165% points in Atchison, 184% in 
New York Central, 160% in Union 
Pacific and 1353%@ in Southern Rail- 
way, and with all these stocks men- 
tioned, with the exception of Atchison 
and Union Pacific, selling far below 
par, it is not necessary to call further 
attention to the seriousness of this phase 
of the railroad situation. It has been 
kalculated that from October, 1929, to 
May 1, 1931, all railroad and railroad 
equipment stocks listed on the New 
York Stock Exchange declined over 
$5,000,000,000. The further drop in 
May added many millions more. 
(Happily since this was written railroad 
tocks have had a rally of from 5 to 
over 20 points partly in anticipation of 
higher rates being granted.) 

The credit of the carriers depends 
upon physical condition of property, 
general financial position, earning 
power, dividends paid and market quo- 
tations. On the basis of the last named 
feature, only Atchison and Union Pa- 
tific among the roads in the table could 
offer stock at par, as required by the 
LC. C. 

The railroads therefore feel that, 
with their freight rates having been 
“whittled down,” for some years, with 




































new and formidable mediums of com- 
petition having developed, and with 
the business of the country so severely 
depressed, they must have higher 
freight rates in order to bolster up 
their earnings, at least until the period 
of depression is over, and thus restore 
their credit to a level at which they will 
be regarded as sound business proposi- 
tions. 

Up to this writing, this is what has 
actually been done toward securing 
higher rates. Presidents of the West- 
em roads, at a meeting in Chicago on 
June 1, adopted the preliminary report 
f their traffic vice-presidents calling 
for a horizontal increase in rates of 
perhaps 10 to 15% in that territory, 
with the understanding that adjust- 
ments would be accepted by the ‘car- 
tiers where they seemed reasonable and 
necessary. The Western presidents 
also voted for a special committee 
among their number to confer with a 
similar committee of Eastern presidents 
with respect to whatever further steps 
May seem wise in preparation for a 
formal application to the Commission. 
At earlier meetings of both Eastern 
and Western executives, there ap- 
peared to be considerable difference of 
opinion as to what should be done. 
At a meeting of the Eastern execu- 
tves in New York a week ago, at 
which Western roads were represented, 
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Certificates 


Secured by amortized first 
mortgages on improved city 
real estate, these Certificates 
offer a sound short term in- 
vestment,with fixed income 
feature.Ownedbyinvestors Colorado’s 


: . argest 
in 46 States and 11 foreign i grantee 
countries. Write now for Capital 
Folder C. Association 
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Building and Loan Association 
| 1644 Welton Street : Denver, Colorado 
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aving systematically is 

one reason why so many people are : 
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get the habit"of saving regularly , 
hy subscribing to our monthly in- 9 
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195 RROADWAY-170’ FULTON ST ~162 WEST Rroapway, NYC 








Tennessee 











Double your money 
in 12 years with Safety 


New issue of Progressive 6% Coupon Shares, 
dividends payable semi-annually. At this 
rate $1,000 grows to $2,000 in 12 years. 
Deposits as low as $5.00 monthly accepted. 
Under supervision of State Banking Dept. 
Write for full details and financial statement. 


Progressive Bldg. & Loan Assn, 














CONTINENTAL 
SOUTHLAND 
67 INVESTMENT 
SHARES 


Dividends payable January and July. 
Issued upon payment of $500 and up 
in multiples of $100.—Dividends pay- 
able in cash or may accumulate and 
compound semi-annually. 


Established 1916. Dividends distrib- 
uted to shareholders more than 
$4,000,000. 


Assets more than $10,000,000 


Permanent Capital and Reserves 
$465,000 


Write for full information and financial 
statement 
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Savines & Loan 7 Association 
G. A McGregor, V. Pres. & Sec’y. 
1400 Main Street, Dallas, Texas 
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In addition to 672 WA 


dividends—payable semi-annually, 
by either coupon or check, our 
certificates issued in units of 
$50.00 to $5,000.00, offer you— 
Safety of Principal 
Guaranteed Income 
Borrowing Privileges 
No Fluctuation in Price 


A card from you will bring full de- 
tails regarding this excellent safe 
investment. Ask for Booklet “A.” 


THE BANKERS BUILDING 
& LOAN ASSOCIATION 


1510 Glenarm St., Denver, Colo. 




















83 Monroe Ave. Memphis, Tenn. 
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N. Y. Times 
N. Y. Times -—Dow, Jones Avgs.— -—50 Stocks—, 
40 Bonds 30 Indus. 20 Rails High Low Sales 

ae a re epee 82.68 1382.87 76.58 126,10 122.57 1,874,700 
Teestsy, May. 96.) .:.5.....5. 82.57 133,11 76,12 125.86 121.99 2,414,070 
Wednesday, May 27 ........... 82,22 130.76 14.74 124.81 119.91 2,508,790 
Thursday, May 28 ............ 82.19 181.81 74.55 124.34 120.61 2,088,568 
Friday, May 20 ............... 81.76 128.46 12.08 124,96 119.33 2,053,225 

Saturday, May 30 ............. HOLIDAY — EXCHANGE CLOSED 
SS SS A rere 81.00 122,77 67.94 119.38 113.99 3,103,090 
Tuesday, Tune B .....-.-..ccee 80.39 121.70 66.85 116.81 112.25 3,320,948 
Wednesday, June 3 ......;.... 80.37 130,87 710.98 121.44 113.02 3,382,917 
Thursday, June 4 ............. 81.58 134.73 74.57 126.31 119.85 3,185,380 
SPS ee ae 81.63 133.33 76.17 129,33 123.32 2,837,170 
Saturday, June 6 ............0. 81.59 129.91 73.72 124.59 121.36 832,670 
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TOR SANE WALL STREET 
FINANCE > ECONOMICS TRAVEL FICTION 
NEW RUSSIA’S PRIMER for Ilin has waved a magic wand and 


By M. ILIN 
Houghton Mifflin Co. 


AR more eloquent than all the im- 
passioned pleas for recognition 
and understanding of the new 

Russia is this simply expressed story of 
the Five-Year Plan. Written, in the 
original Russian version, for the pur- 
pose of acquainting children of twelve 
to fourteen years of age with the gigan- 
tic plan of construction launched in 
1928, it has been ably translated and 
is admirably suited to the adult for- 
eigner to whom the Five-Year Plan 
has until now been little more than a 
name. * 

In its method of presentation it fol- 
lows the early primer with which all 
school children are familiar, but there 
the similarity ceases. There is nothing 
dull or prosaic about the subject matter, 


turned pages of imposing figures into 
people and living things. Before our 
very eyes we see the transformation 
taking place. Excavators and lifting 
cranes take on personalities, and the 
huge river that must be harnessed for 
power becomes a treacherous and un- 
ruly animal that must be tamed with 
patience and caution before it can be 
made to serve its masters. It is not 
hard to believe that their country will 
take on a new significance to all the 
young Russians who are fortunate 
enough to read this book. 

American readers may be somewhat 
chagrined to find that we are held up 
as the horrible example of a nation that 
does not plan, but if we are honest with 
ourselves we must admit the justice of 
the story of the hats, which, by the 
way, is one of the most interesting bits 
of the book. M. S. D. 
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J. S. BACHE & CO. 


Established 1892 
MEMBERS 


And Other Leading Exchanges 


Securities Bought and Sold for Cash 
or Carried on Conservative Margin 
Branch Offices: Albany, Atlantic City, Binghamton, Buffalo, Detroit, Erie, 


Chicago Board of Trade | 
Detroit Stock Exchange 
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Kansas City, New Haven, Philadelphia, Rochester, Schenectady, Syracuse, 


Troy, Tulsa, Utica, Watertown, Worcester. 
Charlotte, Greensboro, Raleigh, Rocky Mount, Winston-Salem, 


Austin, Forth Worth, San Antonio. 


In North Carolina: Durham, 
In Texas: 


Correspondents, with private wire connections, in all principal cities. 


42 Broadway, New York 316 So. La Salle St., Chicago 
“THE BACHE REVIEW” and “BACHE COMMODITY REVIEW,” 














published weekly, will be sent on application 

















of June, 1931. 


(Signed) 
Senior Vice-President and Treasurer. 


June 5, 1931 


THEODORE GARY AND COMPANY 
' KANSAS CITY, MISSOURI 
Ninety-Second Consecutive Quarteriy Dividend 


The regular quarterly dividend for quarter ending June 30, 
1931 of 40¢ per share on the No Par Preferred Stock has 
bee1. declared payable July 1, 1931 to stockholders of rec- 
ord as of the 15th day of June, 1931 at 3 P. M. The usual 
dividend on the Common Stock has been declared payable 
July 1, 1981 to stockholders of record as of the 30th day 


C. A. BENNETT, 
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a tentative draft of an application tp 
the Commission for an upward re. 
adjustment of rates on certain com. 
modities, that will average about 15% 
and yield an increase of approximately 
10% in gross earnings, was agreed 
upon in principle. 

Before this issue of the magazine js 
in the hands of our readers a meeting 
of Southern executives will have been 
held in Washington, and a_ general 
meeting in New York, at which it is ex. 
pected the application in final form 
will be definitely approved. It is hoped 
that the document will be lodged with 
the Commission next week. 

If the three groups finally unite in 
the making of an application, suited to 
their respective territories and condi: 
tions, their case will be much stronger 
in the eyes of the Commission and the 
public. Those who are familiar with 
such proceedings believe that if the 
application is made as an urgency meas: 
ure, and if it contains specific requests, 
a decision from the Commission may 
be expected before August. 








The People of the 
Five-Year Plan 


(Continued from page 212) 








in the country. Shops are filled to the 
ceiling with hat-boxes. Storerooms 
are bursting with them. Everywhere 
there are posters, signs, advertise: 
ments: Hats, Hats, Hats. A great 
many more hats are made than are 
needed—twice as many, three times 
as many. And the factories continue 
to work at full speed. 

“And here something happens that 
neither Mr. Fox, nor Mr. Box, nor 
Mr. Nox, nor Mr. Crox anticipated 
The public stops buying hats. Mr. 
Nox lowers his price twenty cents; 
Mr. Crox forty: cents; Mr. Fox sells 
hats at a loss in order to get rid of 
them. But business grows worse and 
worse. 

“In all of the papers advertisements 
appear: 

“You may have only one head, but 
that does not mean at all that you 
should wear only one hat. Every 
American should have three hats 
Buy the hats of Mr. Fox! 

“Mr. Box offers to sell hats on 4 
three-year installment plan. 

“Mr. Nox announces a sale: 





“Only for one day! Take advan 
tage of this opportunity! 

“But this does not help. Mr. For 
lowers the wages of his workers one 
dollar a week. Mr. Crox lowers the 
wages two dollars a week. Agait 
business grows worse and worse. 


at once—STOP! Mr. Fox closes his 
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FINANCIAL NOTICES 








Dividends and Interest 


Dividends and Interest 


Dividends and Interest 





PREFERRED 
STOCK 
DIVIDEND 


June 3, 1931. 


Directors of General Mills, Inc,, announced 
yesterday declaration of regular quarterly divi- 
dend of $1.50 per share upon preferred stock 
of the company, payable July 1st, 1931, to all 
preferred stockholders of ‘record at the close 
of business June 15th, 1931. Checks will be 
mailed, transfer books will not be closed. 


DONALD D. DAVIS, Vice President. 





Gouip Meat Frour 


not now? 














West Penn 
Power Company 


NOTICE OF DIVIDENDS 


The Board of Directors has declared 
uarterly dividend No. 62 of one and 
ee-quarters per cent. (134%) upon 
the 7% Cumulative Preferred Stock, and 
quarterly dividend No. 23 of one and 
one-half per cent. (144%) re the 6% 
Cumulative Preferred Stock of West Penn 
Power Company, for the quarter ending 
July 31, 1931, both payable on August 1, 
1931, to stockholders of record at the 
close of business on July 6, 1931. 


| G. E. Murr, Secretary. 
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THE UNITED LIGHT 
AND POWER COMPANY 


BANKERS BUILDING 
CHICAGO, ILLINOIS 








The Board of Directors of The United Light and 
Power Company has declared the following divi- 
dends on the stocks of the Company: 

A quarterly dividend of $1.50 a share on the 
$6.00 Cumulative Convertible First Preferred 
Stock, payable July 1, 1931, to stockholders of 
record at the close of business on June 15, 1931. 

A dividend of 25¢ a share on Class ‘“‘A” and 
Class “B’” Common Stocks, payable August 1, 
1931, to stockholders of record at the close of busi- 
hess on July 15, 1931. 

Stock transfer books will not be closed. 
bs L. H. HEINKE, Secretary. 
Chicago, June 2, 1931. 














The West Penn 


Electric Company 


NOTICE OF DIVIDEND 


The Board of Directors has declared 
a dividend of $1.75 per share upon the 
Class A Stock of The West Penn Electric 
Company, for the quarter ending June 
30, 1931, payable on June 30, 1931, to 
stockholders of record at the close of busi 
ness On June 17, 1931. 








G. E. Murr, Secretary. 

















International Petroleum 
Company, Limited 


Notice of Dividend No. 29 


NOTICE is hereby given that a dividend of 
He, United States Currency per share has been 
declared, and that the same will be payable on 
or after the 15th day of June, 1931, in respect 
to the shares specified in any Bearer Share War- 
rants of the Company of the 1929 issue upon 
presentation and delivery of coupons No. 29 at 
the following banks: 


The Royal Bank of Canada 
King and Church Streets Branch, 
Toronto 2, Canada 


City Bank Farmers Trust Company 
22 William St., New York, N. Y. 


The National City Bank of New York, 
36, Bishopsgate, London, E. C. 2, England 
or 
The Offices of the International Petroleum 
Company, Limited, 

56 Church Street, Toronto 2, Canada 


The payment to Shareholders of record at the 
close of business on the 30th day of May, 1931, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company 
on the 18th day of June, 19381. 

The transfer books will be closed from the Ist 
day of June to the 15th day of June, 1931, in- 
clusive, and no Bearer Share Warrants will be 
‘split’? during that period. 

By order of the Board, 

J. R. CLARKE, Secretary. 
56 Church Street, Toronto 2, Canada. 
6th May, 1931. 








WARD BAKING 
CORPORATION 


New York, May 28, 1931 


A quarterly dividend of one and three- 
quarters pereent (134%) on the Pre- 
ferred Stock of this Corporation has 
been declared, payable on July 1, 
1931, to stockholders of record at the 
close of business June 17, 1931. 


JOHN M. BARBER, Treasurer 














THE BELL TELEPHONE COMPANY 
OF CANADA 
NOTICE OF DIVIDEND 


A dividend of two per cent (2%) has been de 
clared payable on the 15th of July, 1931, to share- 
holders of record at the close of business on the 
°Srd June, 1931. 

W. H. BLACK, 
Secretary-Treasurer. 
Montreal, 27th May, 1931. 





Chrysler Corporation 
* DIVIDEND ON COMMON STOCK * 
The regular quarterly dividend, for the second 
quarter of 1931, of twenty-five cents ($.25) per 
share,on the Common Stock, has been declared, 
payable June 30, 1931, to stockholders of record 

at the close of business June 1, 1931 








DIVIDEND | YA NOTICES 


UTILITIES 


POWER & LIGHT 
CORPORATION 


(For quarter ending June 30, 1931) 


7% Cumulative Preferred Stock 


Quarterly dividend....$1.75 per share 
Payable on ........... ..+ July 1, 1931 
To stockholders of record June 5, 1931 


Class A Stock 
Quarterly dividend..... 50c per share 
PROIDION nics ows ticcesves July 1, 1931 
To stockholders of record June 5, 1931 

Stockholders have right and op- 
tion to accept, in lieu of their cash 
dividend, 1/40th of a share of 
Class A stock for each share held. 


Class B Stock 
Quarterly dividend..... 25c per share 
Payable on ............6.. July 1, 1931 
To stockholders of record June 5, 1931 

Stockholders have right and option 
to accept, in lieu of their cash divi- 
dend, 1/40th of a share of Common 
stock for each Class B share held. 


Commen Stock 
Quarterly dividend..... 25c per share 
POVORUR ONE is ds cape ncee ss July 1, 1931 
To stockholders of record June 5, 1931 

Stockholders have right and op- 
tion to accept, in lieu of their cash 
dividend, 1/40th of a share of 
Common stock for each share held. 


As to the Class A, Class Band Com- 
mon Stocks, unless by the close 
of business June 13, 1931, the stock- 
holder advises the Corporation that 
he desires his dividend in cash, the 
Corporation will send to him the 
additional stock (or scrip for frac- 
tional shares) to which he is entitled. 














Q.C.f- 


AMERICAN CAR AND FOUNDRY 
COMPANY 


PREFERRED DIVIDEND No. 129 
COMMON DIVIDEND No. 115 


There have been this day declared a divi- 
dend of oneand three-quarters percent (134%) 
on the Preferred Stock and a dividend of 
Twenty-five Cents (25¢) per share on the 
Common Stock without par value, of this 
Company, payable Wednesday, July 1, 1931, 
tv stockholders of record at the close of busi- 
ness Monday, June 15, 1931. 

Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York 

G. R. SCANLAND, Vice-President 
H. C. WICK, Secretary 
New York, June 2. 1931 





B. E. Hotchinson, Vice President and Tre 

















ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 

May 26, 1931. 
Allied Chemical & Dye Corporation has declared 
quarterly dividend No. 42 of one and three-quar- 
ters per cent, (1%%) on the Preferred Stock of 
the Company, payable July 1, 1931, to preferred 
stockholders of record at the close of busipess 


June 11, 1931. 
H. F. ATHERTON, Secretary. 














JUNE 13, 1931 








American TELEPHONE AND TELEGRAPH COMPANY 
Pe 167th Dividend 
(a> Tue regular quarterly 

yt dividend of Two Dollars 

: ¥ and Twenty-Five Cents 

Sues ($2.25) per share will be 

paid on July 15, 1931, to stockholders 

of record at the close of business on 
June 20, 1931. 

H. BLAIR-SMITH, Treasurer. 
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factory. Two thousand workers are 
discharged and permitted to go 
wherever they please. In a week 
practically all hat factories are stand- 
ing idle. Thousands of workers are 
without work. New machines grow 
rusty. Buildings are sold for wreck- 
age. 

“A year or two pass. The hats 
bought from Nox, Fox, Box, and Crox 
wear out. The public once more be- 
gins to buy hats. Hat stores become 
empty. From the top shelves dusty 
cartons are taken down. There are 
not enough hats. Prices on hats go 
up. And now, not Mr. Fox, but a 
certain Mr. Doodle thinks of a profit- 
able business—the building of a hat 
factory. ‘The same idea also enters 
the heads of other wise and business- 
like people—Mr. Boodle, Mr. Foodle, 
and Mr. Noodle. And the old story 
begins over again. 

The experience with hats is repeated 
‘with shoes, with sugar, with pig iron, 
with coal, with kerosene. Factories 
are blown up like soap bubbles and 
burst. One would think that people 
had lost their minds. . . . We have 
a plan. In America they work with- 
out a plan.” 


He Does Not Realize 


To us, such a presentation has its 
humorous side although there is un- 
questionably food for thought even in 
the distortion. But to the Russian 
worker reading only dispatches of a 
censored and muzzled press these are 
convincing arguments. It pictures to 
‘him a prospective USSR of flawless 
character in which the hardships of the 
presert are of less moment. He sees 
his successors living by standards of 
‘which he has heretofore had little 
‘dreamed. He does not realize the 
‘enormous gap between plan and ulti- 
mate fulfillment. Because he is a 
‘visionary type he does not recognize 
‘the obstacles in the way of the Plan's 
achievement. Actually, however, the 
leaders in Russia are no different from 
the people themselves. They have em- 
barked on a huge program in which 
everything must be completed almost 
simultaneously and yet they have 
neither the technical knowledge nor 
even the physical manpower to fulfill 
it. Instead of a balanced plan in 
which they might move from stage to 
stage toward their objective, complet- 
ing one section of the country, or one 
group of industries first, then taking up 
the next, they have thinly spread their 
endeavors over the universe with no 
allowance for failures, delays or un- 
controllable emergencies such as the 
current world depression. They have 
the courage of inexperience, the daring 
of an idealist and, wittingly or not, 
risk the chance that the whole vast en- 
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terprise may tumble down around their 
ears leaving them with the questionable 
value of half completed work. 

Of course, the average Russian does 
not know this. To him the benefits of 
the great endeavor are close by. He 
cannot realize that it will be many 
years before he could enjoy the high 
living standard talked about. Nor 
apparently do those who envisage 
profitable markets from his extensive 
luxury demands. The average Russian 
worker is still the peasant type and 
could not translate his humble desires 
into demand for the higher things in 
life even though he had the means. 

His cultural side must be developed 
first and when this is accomplished it 
is to be expected that his tastes will 
more nearly resemble those of the Old 
World rather than ours. In.such de- 
velopment it is quite possible that he 
may never acquire the desire for gew 
gaws and unnecessary luxuries which 
abound in the present-day American 
home. 

In this connection it is also a pon- 
derable question whether, when and if 
such a transformation becomes a reality 
and the living standard of the prole- 
tariat is increased, will not the Russians 
become a more self-contained people 
less concerned with the export of their 
products than with their own internal 
development, and less determined to 
convert the rest of the world to So- 
vietism—to a Sovietism whose very 
success, under these conditions, would 
spell the ultimate doom of its com- 
munistic features? 


The Strength to Endure 


To us Russia will have introduced a 
new factor in world trade and even in 
world political and social economy ever. 
though the Five-Year Plan fails of it- 
self or is halted short of fulfillment by 
force of arms. To the Russian it must 
be completely consummated if he is to 
be relieved from conditions. more op- 
pressive than those under the Czarist 
regime. 

Here, however, is his strength. So 
long have the people of that country 
been oppressed,—so great has been 
their suffering for generation upon 
generation, that they have developed a 
capacity for endurance and an im- 
passive attitude toward what would 
be intolerable conditions to any other 
people that may now carry them 
through the most painful stages of their 
proposed evolution. Failure to evaluate 
the quality of endurance in the 
Russian is what has led many to pre- 
dict the collapse of the plan. But it 
must not be underrated, not if we are 
sanely to meet the problem of world 
competition with a people so endowed 
with a capacity for current sacrifice in 
order to realize a dream of Utopia. , 
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Wheat and Cotton—A Di- 
lemma In Abundance 
(Continued from page 217) 








the carry-over of 9,000,000 bales of 
American cotton and a crop that may 
be anything — dependent upon rain, 
sunshine and the boll weevil. 

There has been no little discussion 
over Russian cotton, particularly when 
sales in Manchester were consummated 
at the expense of English colonial or 
American cotton. Yet this competition 
has only begun, for recent reports 
gathered by the Agricultural Depart- 
ment note a substantial increase in cot- 
ton plantings in Russia over the plant- 
ings of the same date last year, which 
rather corresponds with the program 
calling for an increase over last year's 
total of 3,840,000 acres to plantings 
this year of 5,683,000 acres. As the 
Russian yield is estimated at just about 
half a bale to the acre this increased 
planting might mean 2,800,000 bales, 
which is not enough cotton to’ go very 
far in satisfying her home needs, pro- 
vided Russia’s rulers consider it worth 
while to give home demands any atten- 
tion. However, it has been well said 
by one of the leading authorities in the 
cotton futures market: “Russia is not 
to be considered as a competitor on an 
economic cost basis for some time to 
come.” This again brings us face to 
face with Soviet’s ability and pro- 
pensity to ignore “any economic cost 
basis” and the helplessness of carefully 
and complicated price 
structures when assailed by raiders who 
have thrown cost sheets out of the 
window. 

What has already been said, as to 
the decline in wheat prices and its 
effect upon the world’s debt-paying 
capacity, applies equally to cotton as 
one of the most important items in in 
ternational commerce. 

The most cheerful aspect in cotton 
is in its universal usc, its increasing de 
mand throughout the world, and the 
fact that it has to wear out. There 
must be somewhere near at hand a 
greatly increased demand for goods. 
The necessity for replacement cannot 
be avoided nor indefinitely delayed; 
time is the only factor in what must be 
a substantial demand to stock up shelves 
that are bare. 
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For Features to Appear in 
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Specially Reduced Prices 


on STANDARD BOOKS 


Published by THE MAGAZINE OF WALL STREET 


HESE eleven selected volumes completely cover 

every phase of modern security trading and 
investing. Written in a concise, easily understand- 
able manner, they give you the result of years of 
research and successful market operation—the fore- 
most tried and proven methods and the important 
fundamental principles which you can apply to your 
individual needs and successfully determine how, 
what and when to buy and when to sell. 


Whether you are an odd-lot buyer or deal in hun- 
dreds and thousands of shares—whether you are a 
long-pull investor or a day-to-day operator, you 
should read these books and have them for constant 
reference. They may easily make or save thousands 
of dollars for you—they should surely bring you a 
return of many times their moderate cost. 








The entire 11 books are un‘form in size and style, profusely 
illustrated with charts, graphs and tables, replete with 
practical examples and suggestions. They are all richly 
bound in dark blue flexible fabrikoid, lettered in gold, and 
will make a handsome addition to any bookcase or library. 


these books have ever been offered. Orders 
will be filled as they are received. We suggest, 


| The prices quoted below are the lowest at which 
| therefore, that you mail your order at once. 





o. 6. The Business of Trading in Stocks. 


Library of Trading and Investment Fundamentals N 
No. 7. How to Secure Continuous Security Profits in 


No. 1. ating i 
0. 1 ie = gaia of Operating in the Stock ehndicn: Abies 
No. 2. You and Your Broker. The Businessman-Investor’s Library 
ay * Mi a se . sf ete 2 Profits. No. 8. Financial Independence at Fifty. 
No. 4. Studies in Stock Speculation. No. 9. Necessary Business Economics for Successful 
Investment. 

ae ee ee ee No. 10. Cardinal Investment Principles upon which 

No. 5. The New Technique of Uncovering Security Profits Depend. 
Bargains. No. 11. The Investor’s Dictionary. 








‘ia 25 Special Offer 














When Sets of 2 or Complete Library of 
More Books Are $1 0 Entire 11 Books. $15. 
Ordered. Each. . os 
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THE MAGAZINE OF WALL STREET, June 13, 1931 All ‘ior og outside of the Continental U. S. A. 
e 


must accompanied by full remittance. 
42 Broadway, New York, N. Y. pres! send me books as listed above: Nos. nyo 
= ; -8-9-10-11. (Simply check books desired, remitting $2.2 
LEASE send me your Complete Library of 11 Standard if only one is ordered, or $1.50 each if sets of two or more 
Books on Security Trading and Investing. books are ordered.) 
(1 $15 Enclosed. [JC. O. D. $15. i eee Enclosed: GC. O. Di Se. ec: 
Fe eran NM em O RR ne ROE ey RON on erated NGA 3 Sc cicatore.n tives S wld Wal GR ER ERA LE cin ee Re ae Cee 
Ree ee eee mee rear meee een MN eh hire ire ale a sod aia Si ihn d a alls Wipd ioocopacaln ial ona/aetgta lala ta eee er ene 
] Please mail me without obligation descriptive circular on above books. 
— 























This advertisement appears as a matter of record only, as the issue has been sold. 


New Issue 


$60,000,000 
Consolidated Gas Company of New York 


Twenty-Year 412% Gold Debenture Bonds 


Dated June 1, 1931 Due June 1, 1951 


Interest payable June 1 and December 1 at City Bank Farmers Trust Company, New York. Coupon Bonds in 
denominations of $500 and $1,000, registerable as to principal only, and interchangeable with fully registered 
Bonds in denominations of $1,000, $5,000 and $10,000. Redeemable in whole or in part at the option of 
the Company on any interest date on thirty days’ prior notice at 106 to and including June 1, 

1936; at 105 thereafter to and including June 1, 1941; at 103% thereafter to and including 
June 1, 1946; at 101% thereafter to and including December 1, 1950. 


CITY BANK FARMERS TRUST COMPANY, NEW YORK, Trustee 


Application will be made to list these Bonds on the New York Stock Exchange. 
Issuance authorized by the Public Service Commission of the State of New York. 


The Consolidated Gas Company of New York was organized in 1884, and, either directly or 
through its affiliated companies, does practically the entire gas and electric light and power busi- 
ness in the Boroughs of Manhattan and The Bronx, New York City, in a large part of the 
Borough of Queens, New York City, and in Westchester County, the entire electric light and 
power business in the Borough of Brooklyn, New York City, and a large steam heating business 
in the Borough of Manhattan. The total population served, on the basis of the 1930 census, is 
in excess of 6,500,000. 


The earnings for the past two years of the Consolidated Gas Company of New York and its 
affiliated companies (including New York Steam Corporation), all intercompany items elimi- 


nated, are shown below: 
Calendar Years 





1929 1930 
Gross Earnings, all sources $231,631,553.24 $239,357,496.31 
Operating and Other Exp " 

and Replacement Reserves and Taxes 149,216,797.01 154,741,465.83 

$ 82,414,756.23 $ 84,616,030.48 

16,102,278.54 15,353,865.56 

Surp! i $ 66,312,477.69 $ 69,262,164.92 
Dividends on and Minority Interest in outstanding 

Affiliated Companies’ Stocks 1,179,610.29 1,159,279.50 


Balance .... $ 65,132,867.40 $ 68,102,885.42 














Annual interest charges on the funded indebtedness of the System to be outstanding in the hands 
of the public, including this issue of Debenture Bonds, will amount to $15,744,425. 


The gas, electric and steam properties of the System, exclusive of working capital, represent an 
investment of over $1,100,000,000, and the reproduction value is substantially in excess of that 
amount. The funded indebtedness of the System, including this issue, will aggregate $313,269,240. 
The large equity above the $110,000,000 Debenture Bonds is represented by Common and Pre- 
ferred Stocks having a market value, based on current quotations, of over $1,200,000,000. 


Dividends on the Common Stock of the Consolidated Gas Company of New York have been paid 


without interruption for more than forty-five years, the present rate being $4 a share per annum. 


The Trust Agreement and all legal proceedings incident to the authorisation and issue of these Debenture Bonds will be 
passed upon by Messrs. Shearman & Sterling, New York City. Bonds are offered when, as and if issued to and received 
by us. It is expected that temporary Bonds will be available for delivery on or about June 9, 1931. 


Price 101 and Interest 


The National City Company 
National City Bank Building, New York 


OFFICES THROUGHOUT THE METROPOLITAN DISTRICT 
and in the Leading Cities of the World 


The above information has been furnished us by the Consolidated Gas Company of New York. We do not guarantee but believe it to be correct. 
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